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PREFACE 

THE  Inland  Waterways  Corporation,  an  enterprise 
owned  by  the  federal  government,  operates  a  barge- 
line  service  on  the  principal  inland  rivers  of  the  United 
States.  From  New  Orleans,  the  terminal  point  on  the  Gulf  of 
Mexico,  freight-hauling  routes  extend  to  the  rich  steel-and-coal 
region  at  Birmingham;  to  the  grain-and-ore  area  of  the  Twin 
Cities;  and  to  the  commercial  centers  of  Chicago,  Kansas  City, 
Memphis,  and  St.  Louis. 

The  corporation  was  created  by  act  of  Congress  in  1924  and 
superseded  the  Inland  and  Coastwise  Waterways  Service, 
which  was  established  as  a  wartime  agency  in  19 18.  It  is  en- 
gaged in  the  experimental  and  pioneering  work  of  attempting 
to  develop  a  satisfactory  common  carrier  service  on  the  United 
States'  important  river  system.  Although  the  total  investment 
in  the  Inland  Waterways  Corporation  is  only  a  small  fraction  of 
the  investment  represented  in  one  of  the  country's  large  rail- 
road corporations,  its  importance  is  much  greater  than  the  mere 
financial  comparison  might  indicate.  The  Federal  Barge  Lines, 
operated  by  the  Inland  Waterways  Corporation,  constitutes 
the  only  common  carrier  barge  service  of  any  importance  in 
the  United  States.  In  the  number  and  excellence  of  its  floating 
equipment  the  federally  operated  enterprise  compares  favor- 
ably with  the  outstanding  barge  services  of  countries  which 
have  been  most  successful  in  the  development  of  inland  water- 
ways transportation. 

This  government-owned  corporation  comes  under  the  juris- 
diction of  the  Secretary  of  War.  He,  as  a  Cabinet  member,  is 
responsible  for  the  conduct  of  the  enterprise;  the  various  de- 
partments of  the  War  Department  do  not  have  jurisdiction 
over  this  corporate  agency.  In  accordance  with  his  responsi- 
bility as  Governor  of  the  Inland  Waterways  Corporation,  the 
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Secretary  of  War  asked  that  the  present  independent  survey  of 
the  corporation's  policies  and  administration  be  made. 

The  invitation  to  undertake  a  study  of  the  Inland  Water- 
ways Corporation  was  extended  to  the  University  of  Chicago 
in  the  summer  of  1934.  The  expense  incident  to  the  survey  was 
borne  by  the  Public  Administration  Fund  of  the  University  of 
Chicago.  In  his  original  invitation,  Secretary  Dern  requested 
that  the  report  should  be  a  confidential  one  and  the  study  was 
undertaken  on  that  basis.  The  survey  was  completed  about  the 
first  of  January,  1935.  After  the  Secretary  of  War  and  the 
executive  officers  of  the  corporation  had  had  an  opportunity  to 
examine  the  report,  Secretary  Dern  in  April,  1935,  authorized 
its  publication  by  the  author  and  the  University  of  Chicago. 

During  the  period  between  the  completion  of  the  report  and 
the  granting  of  permission  to  publish  it,  several  important  rec- 
ommendations contained  in  the  survey  had  been  put  into  effect. 
The  more  important  of  these  have  been  mentioned  in  a  post- 
script, chapter  vi,  to  this  monograph.  This  brief  analysis  has 
been  appended  to  the  original  study  in  order  that  the  reader's 
knowledge  may  be  brought  up  to  date  and  also  because  it  may 
be  interesting  to  compare  the  recommendations  of  an  adminis- 
trative survey  with  the  early  action  which  was  taken  in  pur- 
suance thereof. 

Secretary  Dern  desired  information  and  advice  on  two  ques- 
tions relating  to  the  Inland  Waterways  Corporation.  In  the 
first  place,  has  inland  waterways  transportation  proved  eco- 
nomical and  satisfactory  as  compared  with  other  forms  of 
transportation  and  how  should  it  be  co-ordinated  with  the 
transportation  system  as  a  whole?  This  matter  is  discussed  in 
the  first  chapter  of  the  monograph.  Secretary  Dern's  principal 
concern  was  with  the  actual  management  of  the  corporation 
and  the  possibility  of  suggesting  modifications  and  improve- 
ments. The  present  study,  therefore,  is  primarily  one  in  public 
administration.  It  is  probably  correct  to  say  that  the  writer's 
survey  is  an  efficiency  audit ;  the  introductory  chapter  on  his- 
tory and  policy  is  relatively  brief.  It  is  not  suggested  that  the 
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two  parts  are  unrelated,  because,  as  a  matter  of  fact,  the  con- 
sideration of  policy  underlies  an  adequate  examination  of  ad- 
ministration. 

Next  to  the  Panama  Railroad  Company,  which  the  author 
examined  in  a  monograph  entitled  Government-operated  Enter- 
prises in  the  Panama  Canal  Zone,  the  Inland  Waterways  Cor- 
poration is  probably  the  oldest  existing  corporation  operated 
by  the  United  States  government.  It  is  thought  significant  to 
compare  the  respective  policies  and  records  of  these  two  time- 
tested  government-owned  corporations.  Interest  also  attaches 
to  the  experience  of  the  Inland  Waterways  Corporation  be- 
cause it  represents  the  government's  attempt  to  operate  a 
transportation  service.  This  is  a  timely  consideration  in  view 
of  the  fact  that  government  operation  of  railroads  is  being 
seriously  considered  at  the  present  time.  A  bill  providing  for 
the  creation  of  a  public  corporation  to  be  known  as  the  "United 
States  Railways"  has  actually  been  introduced  into  Congress. 

It  is  important  that  the  frame  of  reference  and  limits  set  for 
the  survey  should  be  understood.  The  purpose  of  this  adminis- 
trative survey  is  to  deal  with  overhead  organization  and  control 
and  the  general  policies  and  methods  of  management  rather 
than  with  detailed  accounting  and  financial  procedures.  There- 
fore, although  we  have  dealt  with  the  general  question  of  econo- 
my, purchasing  operations  and  other  matters  which  have  a 
bearing  upon  finance,  the  reader  should  bear  in  mind  the  fact 
that  larger  questions  of  constitutional  and  administrative  rela- 
tionship and  principles  of  administration  are  the  self-imposed 
limits  of  the  present  investigation. 

In  the  conduct  of  the  survey,  use  was  made  both  of  published 
materials  and  records  and  also  of  field  trips  and  personal  ob- 
servations and  interviews.  Use  was  made  of  the  financial  rec- 
ords, cost  studies,  and  minutes  of  the  Board  of  the  Inland 
Waterways  Corporation  itself.  Hearings  of  committees,  de- 
bates in  Congress,  and  other  official  materials  were  obtained 
in  the  Library  of  Congress.  This  part  of  the  study  was  merely 
preliminary,  however,  and  constituted  what  might  be  called 
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the  background  or  the  foundation  material.  The  most  impor- 
tant procedure  was  that  connected  with  the  interviewing  of 
officers  and  employees  of  the  corporation  and  the  field  trip 
which  included  interviews  with  business  men  and  rival  trans- 
portation agencies  in  the  principal  Mississippi  River  cities. 

It  is  impossible  to  acknowledge  all  the  sources  of  information 
and  acts  of  assistance  which  made  the  completion  of  the  study 
possible.  The  writer  is  primarily  indebted  to  Major  William  R. 
Gruber,  Administrative  Assistant  to  the  Secretary  of  War,  who 
co-operated  at  all  stages  of  the  study.  The  author  also  wishes 
to  express  deep  gratitude  to  Major  General  T.  Q.  Ashburn, 
Chairman  of  the  Board  and  President  of  the  Inland  Water- 
ways Corporation.  All  the  officers  and  employees  of  the  or- 
ganization who  were  interviewed  were  singularly  co-operative 
and  frank  in  their  response  to  the  inquiries  which  were  made. 
It  is  impossible  to  express  gratitude  for  the  assistance  of  all 
those  persons  outside  the  organization  who  supplied  helpful 
information;  they  are  found  in  the  Twin  Cities,  Chicago, 
St.  Louis,  Memphis,  New  Orleans,  and  the  various  other  small- 
er points-of-call  on  the  Mississippi  and  its  tributaries. 

In  the  conduct  of  the  survey  I  was  assisted  by  Mr.  C. 
Herman  Pritchett,  sometime  research  assistant  in  the  Depart- 
ment of  Political  Science  at  the  University  of  Chicago  and  now 
associated  with  the  Social  and  Economic  Division  of  the  Ten- 
nessee Valley  Authority.  In  putting  the  material  into  shape  for 
publication,  I  received  the  help  of  Miss  Thadene  Hay  worth, 
one  of  my  research  assistants.  It  is  hoped  that  the  present 
monograph  will  make  some  contribution  to  the  eventual  work- 
ing-out of  a  sound  transportation  policy  for  the  country  as  a 
whole,  to  the  effective  employment  of  the  corporate  device  in 
governmental  administration  and  to  the  building-up  of  a  body 
of  principles  and  experience  relating  to  public  administration 

generally. 

Marshall  E.  Dimock 
University  of  Chicago 
June  i,  1935 
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CHAPTER  I 
THE  ECONOMICS  OF  RIVER  TRANSPORTATION 

DEVELOPMENT  OE  WATERWAYS  POLICY 

BY  THE  end  of  the  nineteenth  century  common  carrier 
i  transportation  on  our  inland  waterways,  which  once 
flourished,  had  been  brought  practically  to  a  standstill. 
Private  carriers  there  still  were,  of  course,  but,  as  the  railroads 
became  increasingly  powerful,  common  carriers  had  almost  en- 
tirely disappeared  from  the  waterways  of  the  United  States. 
The  modern  story  of  waterway  transportation  began  with  the 
appointment  of  an  Inland  Waterways  Commission  by  Presi- 
dent Theodore  Roosevelt.  This  commission  found  that  the 
principal  rivers  of  the  United  States  were  better  adapted  to  the 
needs  of  the  people  than  those  of  any  other  country.  "In  ex- 
tent, distribution,  navigability  and  ease  of  use,"  said  Theodore 
Roosevelt  in  1908,  "they  stand  first,  yet  the  rivers  of  no  other 
civilized  country  are  so  poorly  developed,  so  little  used  or  play 
so  small  a  part  in  the  industrial  life  of  the  nation  as  those  of 

the  United  States "J 

The  principal  impetus  to  waterway  transportation  occurred 
during  the  war,  when  the  railroads  were  overburdened  because 
of  the  necessity  of  transporting  troops  and  materials  of  war  in 
addition  to  the  increased  commerce  resulting  from  wartime 
production.  The  Inland  Waterways  Corporation,  which  was 
incorporated  by  Congress  in  1924,  was  the  outgrowth  of  the 
hasty  and  frantic  efforts  in  19 18  to  establish  inland  waterway 
transportation  in  order  to  meet  these  wartime  necessities.2 
Needless  to  say,  with  practically  no  experience  or  knowledge  of 

1  Preliminary  Report  of  the  Inland  Waterways  Commission:  Senate  Doc.  325 
(60th  Cong.,  1st  sess.,  1908),  p.  iii. 

2  Cf.  Harold  A.  Van  Dorn,  Government  Owned  Corporations  (New  York,  1926), 
pp.  206-27. 
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the  requirements  of  successful  river  transportation,  and  with 
the  necessity  of  speedy  action  at  all  costs,  the  equipment  and 
service  which  the  government  found  on  its  hands  at  the  end  of 
the  war  fell  far  short  of  providing  economical  river  transpor- 
tation. 

Several  prominent  reasons  were  advanced  for  the  creation 
of  the  Inland  Waterways  Corporation  in  1924.  In  the  first 
place,  the  government  had  inherited  a  barge  system  and  had  to 
make  as  effective  disposition  of  it  as  possible.  In  the  second 
place,  it  was  found  that  a  business  undertaking  like  a  transpor- 
tation service  could  not  be  managed  so  successfully  as  a  gov- 
ernment department  as  it  was  thought  it  could  be  under  the 
corporate  form  of  organization.  Moreover,  very  great  impor- 
tance was  attached  to  the  desirability  of  giving  inland  water- 
way transportation  a  fair  trial  in  order  to  determine  whether 
it  was  economical  and  desirable  in  relation  to  other  forms  of 
transportation  and  in  relation  to  the  needs  of  the  great  Missis- 
sippi Valley.  The  committee  that  reported  favorably  to  the 
House  of  Representatives  on  the  Inland  Waterways  Corpora- 
tion Act  said  in  part : 

If  the  government,  after  making  these  rivers  navigable,  can  not  profit- 
ably operate  a  transportation  system  on  them,  then  it  is  hopeless  to  expect 
private  capital  to  do  so,  and  Congress  should  no  longer  appropriate  money 
from  the  Public  Treasury  for  a  useless  purpose.  Therefore  the  committee 
was  of  the  opinion  that  this  bill  should  pass  in  order  that  this  pioneering 
demonstration  might  be  conducted  by  the  Secretary  of  War  until  such 
time  as  its  success  or  failure  may  be  made  apparent.^ 

After  a  ten  years'  trial,  during  which  the  Inland  Waterways 
Corporation  has  conducted  a  barge  service  as  a  common  car- 
rier, what  can  be  said  with  reference  to  the  economic  or  un- 
economic character,  the  success  or  failure,  of  inland  waterway 
transportation?  What  should  be  the  future  policy  of  the  gov- 
ernment with  reference  to  the  Inland  Waterways  Corporation 
itself,  the  encouragement  of  river  transportation,  and  the  rela- 
tion of  river  transportation  to  other  common  carriers  such  as 

3  House  Report  375  (68th  Cong.,  1st  sess.,  1924),  pp.  13-14. 
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the  railroads  and  the  trucking  lines?  Has  inland  waterway 
transportation  been  given  a  fair  and  conclusive  trial?  These  are 
some  of  the  fundamental  questions  of  public  policy  and  of  polit- 
ical economy  with  which  the  preliminary  part  of  this  report 
will  deal. 

At  the  outset  it  should  be  made  clear  that  the  so-called  "eco- 
nomics" of  waterway  transportation  involve  more  arbitrary 
assumptions,  impinge  upon  more  vested  interests,  and  relate 
to  more  complicated  social  considerations  than  does  almost  any 
other  question  in  American  public  life.  Various  writers  on 
waterways  versus  railroads  have  begun  their  discussions  with 
an  exhortation  to  discard  "propaganda"  and  to  rely  solely  upon 
the  incontestable  economic  merits  of  the  case.  As  desirable  as 
this  method  of  procedure  undoubtedly  is,  under  existing  condi- 
tions of  ownership  and  control  over  the  transportation  facilities 
of  the  country,  it  appears  impossible  to  get  away  from  the 
weighing  of  interests  and  the  choice  between  competing  theo- 
ries of  national  economy. 

One  view  of  political  economy,  for  example,  is  that  transpor- 
tation is  merely  a  means  to  an  end,  namely,  the  encouragement 
of  commerce  and  industry  in  the  territory  it  serves,  and  that  no 
obstacle  or  vested  interest  should  be  permitted  to  stand  in  the 
way  of  the  achievement  of  the  cheapest  transportation  cost 
possible.  This  proposition  may  be  applied  to  inland  waterway 
transportation  with  particular  reference  to  the  great  Missis- 
sippi River  watershed  and  the  adjoining  regions  it  drains. 
Transportation,  so  it  is  said,  cannot  be  judged  in  and  of  itself 
but  must  be  considered  in  relation  to  larger  national  interests. 
The  Mississippi  Valley,  extending  from  the  Twin  Cities  on  the 
north  to  New  Orleans  on  the  south,  and  from  the  intermoun- 
tain  territory  on  the  west  to  the  Pittsburgh  region  on  the  east, 
contains  the  country's  richest  agricultural  lands  and  the  most 
valuable  mineral  deposits  in  the  world.  It  is  also  endowed  by 
nature  with  the  world's  greatest  inland  waterway  system,  being 
connected  at  the  northern  terminus  with  the  Great  Lakes,  be- 
ing fed  by  virile  tributaries  like  the  Ohio  and  the  Missouri,  and 
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being  connected  at  the  southern  terminus  with  the  Gulf  of 
Mexico  and  having  access  to  the  Seven  Seas.  Moreover,  so  it  is 
contended,  the  economic  parity  of  the  central  portion  of  the 
United  States  has  been  destroyed  in  recent  years  by  the  ad- 
vantage which  the  eastern  and  western  coasts  of  the  United 
States  have  received  as  a  result  of  transportation  benefits,  such 
as  the  Panama  Canal. 

The  part  of  the  country  in  which  agricultural  and  natural 
resources  are  juxtaposed  is  the  natural  center  of  industry  and 
commerce — if  adequate  transportation  facilities  are  assured. 
But  what  do  we  find  on  examination?  The  population  is  leav- 
ing the  Mississippi  Valley.  The  concentration  of  industry  is 
occurring  on  the  two  seacoasts  and  on  the  Great  Lakes,  as 
mirrored  by  Congressional  reapportionments  which  have  taken 
place  in  recent  years. 

In  view  of  these  trends,  certain  conclusions  and  recommen- 
dations are  forthcoming.  In  the  first  place,  it  is  said  that  if  the 
decentralization  of  industry  is  desired,  the  national  policy 
should  be  so  designed  as  to  check  the  flight  from  the  agricul- 
tural portions  of  the  country.  In  the  second  place,  it  is  con- 
tended that  the  greatest  advantage  to  the  country's  domestic 
economy  and  the  greatest  strength  in  the  competition  for 
world-markets  can  be  achieved  by  encouraging  industries  in 
those  portions  of  the  country  wherein  the  principal  farming  and 
natural  resources  are  to  be  found.  In  the  third  place,  it  is  ar- 
gued that  the  transportation  facilities  of  the  Mississippi  Valley 
and  the  intermountain  territory  should  be  improved  in  every 
way  possible,  because  the  resulting  economic  and  cultural 
strength  thus  acquired  will  be  of  great  and  direct  benefit  to 
other  regions  of  the  country — that  is,  to  the  nation  as  a  whole. 
A  nation  is  the  composite  of  its  parts,  and  strength  in  one  part 
gives  vitality  to  the  other  parts.  The  fourth  proposition  in  this 
approach  to  the  economy  of  water  transportation  is  that  the 
Mississippi  River  and  its  navigable  tributaries  constitute  the 
natural  economic  transportation  system  which,  if  properly  en- 
couraged and  managed  by  the  national  government,  will  rectify 
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existing  economic  disabilities  and  effect  the  advantages  for  the 
whole  country  which  have  been  mentioned  above.  Is  this  last- 
mentioned  contention  a  sound  one  or  is  it  merely  an  unreliable 
dream?  The  answer  is  to  be  found,  in  some  part  at  least,  in  the 
record  and  accomplishments  of  the  Inland  Waterways  Corpo- 
ration, the  instrument  which  Congress  has  chosen  as  the  means 
of  testing  the  strength  or  weakness  of  inland  waterways  as  an 
economical  form  of  transportation. 

The  great  network  of  interconnected  rivers  which  penetrate 
two-thirds  of  the  continental  United  States  is  apparent  to  any- 
one who  observes  a  map  of  the  country.  Whether  these  gifts  of 
nature  are  merely  illusory  from  the  standpoint  of  transporta- 
tion and  from  the  standpoint  of  the  best  interests  of  the  coun- 
try remains  to  be  considered.  At  this  point,  however,  one  other 
obvious  point  with  reference  to  waterway  transportation  may 
properly  be  noted.  Throughout  the  rest  of  the  world  a  large 
part  of  the  commerce  of  the  several  countries  is  borne  by  water 
transportation.  These  countries  have  their  railroads  just  as 
does  the  United  States.  In  no  case  are  the  natural  waterways 
of  any  country  as  ample  as  those  of  the  United  States,  yet 
there  is  no  question  in  most  of  these  countries  that  water 
transportation  is  "economical,"  or  that  in  the  case  of  nations 
which  might  be  mentioned  its  use  has  materially  strengthened 
the  particular  country  in  world-competition.  Germany  may  be 
taken  as  an  example  of  the  last-mentioned  observation.  Then, 
too,  it  needs  to  be  noted  that  canals,  which  do  not  enjoy  the 
advantage  of  being  naturally  endowed,  flourish  in  many  coun- 
tries of  the  world.  France  is  a  good  example  of  this.  If,  then, 
international  comparisons  are  a  valid  indicator,  waterways  are 
by  no  means  an  antiquated  form  of  transportation  in  countries 
which  enjoy  the  more  recent  appearance  of  steam  railways.  On 
the  international  scene,  at  any  rate,  there  is  no  foundation  for 
the  contention  which  is  put  forth  by  the  railways  and  by  cer- 
tain economists  in  the  United  States  to  the  effect  that  the  de- 
velopment of  railways  has  made  inland  waterway  transporta- 
tion archaic  and  uneconomic. 
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So  far  as  the  United  States  is  concerned,  a  fairer  picture  of 
what  actually  occurred  when  river  transportation  dwindled  as 
the  railroads  gained  their  zenith  is  to  be  found  in  the  unpro- 
gressiveness  of  inland  waterway  transportation  up  to  the  World 
War  and,  on  the  other  hand,  the  adoption  of  policies  and  prac- 
tices on  the  part  of  the  railways  which  easily  destroyed  inland 
waterway  competition.  The  second  of  these  two  matters  may 
be  mentioned  first.  The  United  States  Bureau  of  Corporations 
which  reported  on  transportation  by  water  in  1909  concluded: 

In  fine,  the  remarkable  feature  of  river  transportation,  not  only  on  the 
system  of  rivers  in  the  Mississippi  Valley  but  also  on  practically  all  the 
rivers  of  the  country,  is  not  the  small  amount  of  freight  now  moving  over 
the  rivers,  but  the  fact  that  the  river  lines  carry  the  volume  of  traffic  they 
do  under  the  existing  conditions. « 

A  year  earlier  President  Theodore  Roosevelt,  summarizing  the 
preliminary  report  of  the  Inland  Waterways  Commission,  had 
the  following  to  say  with  reference  to  the  railways'  onslaught 
against  water  carriers: 

The  commission  finds  that  it  was  unregulated  railroad  competition 
which  prevented  or  destroyed  the  development  of  commerce  on  our  inland 
waterways.  The  Mississippi,  our  greatest  natural  highway,  is  a  case  in 
point.  At  one  time  the  traffic  upon  it  was  without  a  rival  in  any  country. 
The  report  shows  that  commerce  was  driven  from  the  Mississippi  by  the 
railroads.  While  production  was  limited,  the  railways,  with  their  con- 
venient terminals,  gave  quicker  and  more  satisfactory  service  than  the 
waterways.  Later  they  prevented  the  restoration  of  river  traffic  by  keep- 
ing down  their  rates  along  the  rivers,  recouping  themselves  by  higher 
charges  elsewhere.  They  also  acquired  water  fronts  and  terminals  to  an 
extent  which  made  water  competition  impossible.  Throughout  the  coun- 
try the  railways  have  secured  such  control  of  canals  and  steamboat  lines 
that  today  inland  waterway  transportation  is  largely  in  their  hands s 

Certain  of  the  practices  which  President  Roosevelt  noted  in 
1908  are  still  indulged  in  by  the  railways  today. 

It  can  readily  be  seen  that  a  free  and  open  fight  for  survival 
between  the  railroads  and  the  water  carriers  is  bound  to  result 

4  Transportation  by  Water  in  the  United  States,  II  (1909),  246-47. 

5  Preliminary  Report  of  the  Inland  Waterways  Commission,  p.  iii. 
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in  favor  of  the  railroads.  With  their  investments  estimated  at 
between  twenty  to  forty  billion  dollars,  with  their  resulting 
position  as  the  largest  source  of  investment  in  the  country, 
with  the  relation  of  railway  securities  to  the  financial  structure 
of  the  nation,  with  their  capital  reserves  which  are  available  for 
cutthroat  competition  (if  not  forbidden  by  public  authority), 
the  common  carriers  on  inland  rivers,  with  a  total  investment 
of  around  only  fifty  million  dollars,  are  "small  fry"  by  com- 
parison. Moreover,  the  water  carriers  had  to  start  practically 
from  "scratch"  in  the  first  quarter  of  the  twentieth  century — 
the  business  of  common  carrying  had  been  almost  completely 
taken  away  by  the  railroads. 

Working  under  disabilities  such  as  these,  it  can  readily  be 
seen  that  against  their  powerful  competitors,  the  railroads, 
privately  owned  barge  lines  could  not  expect  to  survive  much 
less  test  the  economic  benefits  allegedly  inherent  in  water 
transportation.  This  being  the  case,  the  government  of  the 
United  States  assumed  this  responsibility  and,  acting  through 
the  Inland  Waterways  Corporation,  is  attempting  to  give  river 
transportation  a  fair  trial  and  to  re-establish  it  as  a  part  of  the 
United  States'  economy.  In  this  analysis  of  the  situation  is  to 
be  found  the  raison  d'etre  of  the  federal  government's  assuming 
the  responsibility  for  inland  waterways  transportation  on  the 
Mississippi  and  its  tributaries  and  the  most  convincing  reason 
why  it  should  continue  to  perform  this  public  trust. 

IMPROVEMENT  OF  WATERWAY  SYSTEMS 

One  of  the  principal  difficulties  that  has  had  to  be  overcome 
in  establishing  inland  waterways  transportation  upon  a  sound 
footing  is  the  establishment  of  navigable  channels  and  the 
provision  of  floating  equipment  which  would  guarantee  the 
maximum  efficiency  in  operation.  It  might  appear  that  by 
1924,  when  the  Inland  Waterways  Corporation  first  began 
operation,  satisfactory  channels  and  operating  conditions  were 
to  be  expected  on  the  Mississippi  and  its  principal  tributaries. 
About  $120,000,000  had  been  spent  on  the  Mississippi  and  the 
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Warrior  rivers — the  route  over  which  the  Federal  Barge  Lines 
was  to  operate.  However,  a  great  deal  has  since  been  done  on 
the  lower  river,  and  since  that  time  the  government  has  under- 
taken to  establish  a  nine-foot  channel  in  the  upper  Mississippi 
at  an  estimated  cost  of  $i24,ooo,ooo,6  and  a  six-foot  channel  up 
the  Missouri  River  as  far  as  Kansas  City,  with  an  estimated 
expenditure  of  $6 2, 000,000. 7  It  is  expected  that  the  nine-foot 
channel  to  Minneapolis  and  St.  Paul  cannot  be  completed  for 
three  or  four  years  at  the  earliest,  whereas  the  improvement  of 
the  Missouri  River  for  transportation  service  is  nearing  com- 
pletion. Chart  I  indicates  the  routes  over  which  the  Federal 
Barge  Lines  operated  in  1933. 

In  other  words,  it  may  be  said  that  the  engineering  work  re- 
quired on  the  principal  streams  forming  the  confluence  of  the 
great  Mississippi  waterway  has  not  yet  been  entirely  com- 
pleted. As  this  work  has  progressed  the  Federal  Barge  Lines' 
ability  to  operate  economically  has  been  increased.  It  has  be- 
come possible  for  larger  tows  to  be  navigated  around  sharp 
turns  in  the  river.  So  long  as  there  was  but  a  narrow  channel, 
it  was  necessary  in  some  cases  to  divide  tows  and  to  reassemble 
the  barges  after  the  sharp  curve  in  the  river  had  been  passed. 
That  the  completion  of  the  waterways  system  has  not  been  ac- 
complished is  evidenced  by  the  fact  that  barge-line  operations 
on  the  upper  Mississippi  had  to  be  entirely  discontinued  during 
a  large  part  of  1934;  if  the  nine-foot  channel  had  been  com- 
pleted this  would  not  have  been  necessary  and  the  resulting  loss 
of  freight  and  the  financial  loss  to  the  company  would  not  have 
ensued. 

In  answer  to  the  question  as  to  whether  or  not  the  economic 
merits  of  river  transportation  have  been  given  a  fair  test,  it 
may  be  said  that  so  far  as  the  engineering  aspects  are  con- 
cerned, i.e.,  the  establishment  and  maintenance  of  a  navigable 
channel  in  the  waters  operated  upon  by  the  Federal  Barge 

6  House  Doc.  2go  (71st  Cong.,  2d  sess.);  also  Report  of  Chief  of  Engineers  (U.S. 
Army,  1932),  p.  1112. 

7  Report  of  Chief  of  Engineers  (U.S.  Army,  1932),  p.  1151. 
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Lines,  water  transportation  will  not  have  had  a  chance  to  show 
what  it  can  do  until  the  entire  system  is  completed  and  co-ordi- 
nated. On  the  lower  Mississippi  division,  which  does  have  an 
adequate  channel  and  which  can  be  operated  continuously  by 
large  tows,  the  Federal  Barge  Lines  has  made  a  satisfactory 
showing.  The  lower  Mississippi  division  has  shown  a  profit 
every  year  since  the  corporation  was  formed. 

However,  the  Inland  Waterways  Corporation  has  really  had 
a  dual  responsibility.  It  has  been  called  upon  to  operate  a 
transportation  system  on  a  profit-making  basis,  while  at  the 
same  time  it  has  been  charged  with  the  responsibility  of  open- 
ing up  new  routes  such  as  the  upper  Mississippi  and  the  Mis- 
souri River,  when  it  was  known  that  nothing  but  deficits  could 
be  expected  from  these  new  services,  and  when  the  engineering 
improvements  had  not  been  completed.  However,  this  dual 
purpose  is  in  accordance  with  the  mandate  of  Congress  as  ex- 
pressed in  the  legislation  creating  the  Inland  Waterways  Cor- 
poration. It  is  only  fair  that  the  developmental  purpose  should 
be  kept  clearly  in  mind  in  evaluating  the  success  or  failure  of 
the  Federal  Barge  Lines  from  a  purely  commercial  standpoint. 

River  transportation  on  the  inland  waterways  of  the  United 
States  having  come  to  a  standstill,  the  Federal  Barge  Lines  was 
forced  to  begin  operations  with  the  handicap  of  little  knowledge 
and  experience  relative  to  the  size  of  barge  and  the  type  of  tug- 
boat which  were  best  suited  to  a  freight  service.  Mistakes  and 
experimentation  were  inevitable.  However,  it  has  been  in  this 
field  that  the  greatest  improvements  in  water  transportation 
have  taken  place.  The  engineering  and  operating  achievements 
of  the  Inland  Waterways  Corporation  have  gone  a  long  way 
toward  making  river  transportation  economical  and  successful. 
Whereas  it  was  once  thought  that  the  use  of  barges  having  a 
carrying  capacity  of  five  hundred  tons  was  all  that  was  possible 
on  the  inland  rivers,  the  Federal  Barge  Lines  has  demonstrated 
that  2,000-  and  3,000-ton  barges  are  best  designed  for  services 
on  streams  that  have  been  fully  developed. 

The  Inland  Waterways  Corporation  now  owns  and  operates 
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in  barges  of  2,000  tons  and  39  barges  of  3,000  tons.  One  of  the 
large  barges  takes  the  place  of  four  or  five  of  the  original  five 
hundred  series,  and  a  tow  of  these  larger  barges,  say  eight,  has 
a  carrying  capacity  of  several  freight  trains.  Tows  of  15,000 
tons  have  been  moved  up  the  Mississippi,  and  as  the  rivers  are 
constantly  improved,  as  water  traffic  increases,  and  as  engineer- 
ing and  operating  services  are  made  more  efficient,  larger  tows 
operating  at  reduced  costs  may  be  expected.  In  1933  the  Fed- 
eral Barge  Lines  was  operating  258  barges  with  a  total  dis- 
placement of  398,400  tons,  all  but  54,000  tons  of  the  equipment 
being  adapted  for  use  on  the  lower  Mississippi;  while  in  1925 
there  were  only  85  barges  with  a  total  capacity  of  1 12,100  tons. 
In  1925  the  Inland  Waterways  Corporation  had  in  service  13 
self-propelled  operating  units,  whereas  by  1933  this  number 
had  increased  to  31.  Among  additions  to  the  total  equipment 
were  several  large  and  more  powerful  craft,  including  three 
large  vessels  developing  2,200-2,400  horse-power.  With  these 
larger  ships  it  has  been  possible  to  transport  much  larger  tows, 
thereby  increasing  the  efficiency  and  service  of  waterway  trans- 
portation. 

Other  engineering  accomplishments  have  made  the  barge 
line  a  real  contender  for  freight  business;  by  the  improvement 
of  boilers  and  by  giving  more  attention  to  their  maintenance, 
the  consumption  of  fuel  oil  has  been  substantially  reduced. 
Then,  too,  the  old  paddle-wheel  and  stern-wheeler  have  been 
superseded  by  more  effective  methods  of  propulsion.  With  the 
hegemony  of  the  railroads,  engineering  improvements  in  river- 
boat  transportation  naturally  did  not  occur.  Much  progress 
has  been  made  since  then,  however.  The  Inland  Waterways 
Corporation  has  developed  the  twin-screw  tunnel-type  towboat 
which  has  had  a  revolutionary  effect  upon  the  efficiency  of 
river  navigation.  The  twin-screw  not  only  gives  more  power, 
but  it  makes  it  possible  to  round  bends  in  the  river  more  effi- 
ciently, while  the  tunnel-type  construction  makes  it  possible  to 
utilize  great  power  with  a  relatively  small  draft.  The  most  im- 
portant strides  in  barge  and  towboat  improvement  have  been 
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taken  during  the  last  five  years  (e.g.,  the  development  of  a  suc- 
cessful powdered  coal-burner;  the  development  of  Deisel  en- 
gine-drawn towboats),  so  that  here  again  it  may  be  said  that 
the  economies  and  true  efficiency  of  river  transportation  have 
not  had  ample  time  fully  to  appear. 

In  the  sixteen  years  that  the  federal  government  has  oper- 
ated a  barge  line  on  the  Mississippi  and  the  Warrior  rivers, 
there  has  been  a  constant  increase  of  tonnage  handled.  This 
increase  of  business  may  be  attributed,  in  large  part,  to  the  im- 
provement of  the  floating  equipment  and  the  increased  operat- 
ing efficiency  of  the  Federal  Barge  Lines.  In  1921  the  Inland 
and  Coastwise  Waterways  Service  (predecessor  of  the  Inland 
Waterways  Corporation),  transported  a  total  of  672,111  tons, 
whereas  after  one  year  of  operation  the  government-owned  cor- 
poration had  done  a  total  business  of  1,071,848  tons;  the  peak 
point  was  reached  in  1928  when  1,872,597  tons  were  carried 
while  the  corresponding  figure  for  the  operating  year  1933  was 
1,605,830.  During  this  period,  as  we  shall  have  occasion  to 
point  out  later,  there  was  not  a  steady  increase  of  revenue  per 
ton.  However,  this  decline  has  been  particularly  noticeable 
since  1930,  when  the  revenue  per  ton  fell  from  $4.19  in  1930  to 
$3.17  in  1933.  This  result,  as  we  shall  point  out,  is  primarily  at- 
tributable to  the  competition  of  the  railroads. 

With  the  increase  in  floating  equipment  and  with  the  growth 
of  business  there  was  naturally  an  increase  in  the  corporation's 
investment.  Whereas  the  net  assets  transferred  to  the  Inland 
Waterways  Corporation  in  1924  amounted  to  $10,228,069,  by 
the  end  of  1933  the  total  net  worth  of  the  corporation  was 
$24,692, 754.8  During  this  period  Congress  had  appropriated  an 
additional  $12,000,000  for  use  in  capital  improvements  by  the 
corporation.  In  addition  to  this  sum,  however,  the  books  of  the 
Inland  Waterways  Corporation  showed  an  earned  surplus  of 
$706,692  at  the  end  of  ten  years  of  operation,  and  in  certain 
concrete  cases  the  earnings  of  the  corporation  have  been  plowed 
back  into  capital  improvements  and  additions.  The  most  nota- 

8  Annual  Report  of  the  Inland  Waterways  Corporation  (calendar  year  1933). 
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ble  illustration  of  this  accomplishment  is  the  $887,000  increase 
in  the  assets  of  the  Warrior  River  Terminal  Company,  a  sub- 
sidiary owned  and  operated  by  the  Inland  Waterways  Corpora- 
tion. The  Warrior  River  Terminal  Company  has  a  twenty- 
three-mile -long  railroad  line  between  Birmingham  and  Birm- 
ingport.  The  $887,000  increase  in  capital  improvements  is  at- 
tributable to  the  permanent  improvements  of  the  railroad 
right-of-way  and  equipment — this  increase  of  capital  improve- 
ments having  been  allowed  by  the  Interstate  Commerce  Com- 
mission. 

TABLE  I 

Net  Earnings,  Inland  Waterways 
Corporation,  1926-33 


Year 


1926. 
1927. 
1928. 
1929. 
1930. 

I93I- 
1932. 

1933- 


Total  net  income 


Revenues 


$5,184,882 
6,IS9,432 
6,713,309 
6,546,086 
6,147,464 

6,362,593 
6,203,232 
5,085,210 


Expenses 


$4,971,685 
6,181,241 

6,385,597 
6,655,815 
6,100,697 
6,093,242 

5,733,092 
5,055,l6l 


Net  Income 


213,197 

2 I , 809 

327,712 

109,729 

46,767 

269,351 

470,140 

30,049 


$1,225,678 


According  to  the  financial  record  of  the  Inland  Waterways 
Corporation,  the  enterprise  has  earned  a  net  income  (profit)  of 
$706,692  during  the  period  1925-33.  The  same  accounting 
methods  have  been  in  use  since  1926,  and  a  statement  showing 
revenue,  expenses,  and  net  income  for  that  period  since  that 
time,  up  to  and  including  1933,  is  presented  in  Table  I. 

INCREASED  UTILIZATION  OF  NAVIGABLE  RIVERS 

In  order  to  get  a  more  complete  picture  of  the  value  and  use 
of  inland  waterways  transportation,  and  in  order  to  understand 
the  relative  position  of  the  Federal  Barge  Lines  in  relation  to 
water  carriers  operating  on  the  same  waterways,  it  is  important 
that  we  should  refer  to  the  classes  of  users  and  the  amount  of 
freight  transport  on  the  Mississippi  system.  The  first  observa- 
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tion  that  will  help  to  give  us  this  orientation  is  that  the  total 
freight  traffic  represented  by  the  inland  waterway  carriers  is 
2.5  per  cent9  of  the  total  tonnage  handled  in  1932  by  all  trans- 
portation units,  including  railways,  trucks,  and  navigation  on 
the  Great  Lakes.  Although  this  percentage  is  relatively  low, 
it  is  very  significant  that  it  has  increased  from  the  figure  of  1 .4 
per  cent  in  1929.10  It  goes  without  saying  that  this  increase  in 
ratio  has  many  far-reaching  implications,  not  the  least  of  these 
being  the  deduction  that  the  improved  condition  of  inland 
waterways  for  purposes  of  navigation  has  had  an  important 
bearing  upon  the  increase  of  river-borne  traffic. 

In  the  second  place,  it  needs  to  be  pointed  out  that  the 
freight  transported  by  private  and  contract  river  carriers  is 
infinitely  greater  than  that  of  the  common  carriers,  of  which  the 
Inland  Waterways  Corporation  is  by  far  the  largest.  In  weigh- 
ing the  economy  and  success  of  the  inland  waterway  develop- 
ment, therefore,  it  should  be  observed  that  the  largest  users  of 
river  transportaton  are  important  corporations,  such  as  the 
steel  companies.  Some  idea  of  the  relative  position  of  private 
and  contract  carriers  versus  common  carriers  is  to  be  found  in  a 
recent  report  by  Federal  Co-ordinator  Eastman  in  which  it  is 
pointed  out  that  only  3.6  per  cent  of  the  river  traffic  moving  on 
the  Ohio  River  was  handled  by  common  carriers.11  In  the  year 
1933,  according  to  the  report  of  the  Board  of  Engineers  for 
Rivers  and  Harbors,  the  total  freight  traffic  on  the  Ohio  River 
was  21,618,475  tons,12  giving  one  a  good  idea  of  the  large 
amount  of  private  and  contract  business  moving  on  that  river. 

Corresponding  statistics  for  the  Mississippi  system,  the 
route  over  which  the  Federal  Barge  Lines  operates,  are  not 
available.  However,  we  can  get  some  idea  of  the  existing  rela- 
tionship between  common  carriers  and  other  carriers  by  piecing 

9  Regulation  of  Transportation  Agencies:  Senate  Doc.  152  (73d  Cong.,  2d 
sess.),  p.  3. 

10  Ibid.  "  Ibid.,  p.  7. 

12  Board  of  Engineers  for  Rivers  and  Harbors,  "Commercial  Statistics,"  in 
Regulation  of  Transportation  Agencies,  p.  124. 
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together  reliable  figures  which  are  available.  In  1933,  14,706,- 
34313  tons  of  domestic  freight  were  transported  on  the  Missis- 
sippi River  proper,  not  including  the  Ohio  and  other  tribu- 
taries. In  the  same  year  the  Federal  Barge  Lines  transported 
1,350,887  tons  on  the  Mississippi  alone,  not  including  the  War- 
rior River  service.  This  percentage  amounted  to  only  9.2  per 
cent  of  the  total  Mississippi  River  freight.  Only  one  other 
common  carrier  worth  noting — namely,  the  Mississippi  Valley 
Barge  Line — was  operating  during  the  same  period.  Most  of  its 
business  is  on  the  Ohio  River.  During  the  year  1933  it  trans- 
ported total  freight  of  only  285,075  tons. 

Failure  to  give  sufficient  attention  to  the  freight  tonnage 
handled  by  private  and  contract  carriers  is  responsible  for  the 
erroneous  view  that  the  use  of  inland  waterway  transportation 
is  hardly  worth  noting.  As  we  have  pointed  out,  river-borne 
traffic  has  increased  significantly  in  recent  years.  The  impor- 
tant question  of  the  future  is  whether  the  percentage  of  com- 
mon carrier  service  will  be  made  to  increase  or  whether,  because 
of  the  policy  adopted  with  reference  to  the  Inland  Waterways 
Corporation  and  the  transportation  services  as  a  whole,  more 
and  more  business  will  be  borne  by  private  and  contract 
carriers. 

If  the  Federal  Barge  Lines  should  be  so  circumscribed  by 
regulation  and  be  entirely  unsuccessful  in  competition  with 
other  forms  of  transportation,  the  use  of  navigable  rivers  for 
transporting  freight  would  by  no  means  come  to  an  end.  It 
would  merely  mean  that  increasing  numbers  of  private  opera- 
tors would  establish  their  own  barge  services  and  that  the  busi- 
ness of  the  contract  carrier  would  become  more  lucrative.  Such 
a  result  would  favor  large  corporations,  because  only  they  are 
in  a  position  to  establish  transportation  systems  of  their  own ; 
the  small  industry,  the  general  business  community,  and  the 
farmer  depend  for  their  well-being  upon  a  common  carrier 
service.  Therefore,  it  may  be  said  the  federal  government's 
operation  of  the  Federal  Barge  Lines  is  a  direct  benefit  to  me- 

*  Ibid. 


1 6  DEVELOPING  AMERICA'S  WATERWAYS 

dium-sized  and  small  industry  and  is  one  means  of  checking  an 
undue  concentration  of  corporate  power. 

RESTRICTION  OF  COMPETITION 

If  our  analysis  of  the  problem  is  correct,  then  there  are  far- 
reaching  economic  and  social  benefits  to  be  derived  from  cheap 
transportation  on  inland  waterways.  In  the  final  analysis,  of 
course,  we  shall  have  to  deal  with  the  relative  costs  of  trans- 
portation— a  very  difficult  problem  which  we  shall  discuss  pres- 
ently. At  this  point  we  need  to  show  that  the  issue  of  the  eco- 
nomic or  uneconomic  character  of  river  transportation  has  been 
made  much  more  complex  in  recent  years  by  the  restriction, 
partly  through  governmental  channels  and  partly  through  com- 
petition, of  the  full  competitive  ability  of  inland  waterway 
transportation.  These  restrictions  were  particularly  noticeable 
and  effective  during  the  latter  part  of  the  Hoover  administra- 
tion. 

Can  the  Federal  Barge  Lines  operate  successfully?  Can  river- 
borne  transportation  hold  its  own  in  competition  with  the  rail- 
roads? One  reason  it  is  difficult  to  answer  these  questions  with 
assurance  is  because  the  government  itself  consciously  restrict- 
ed the  competition  of  the  Federal  Barge  Lines  during  the  cru- 
cial period  of  1932  and  1933.  This  action  on  the  part  of  the 
administration  at  that  time  has  had  disastrous  effects  upon  the 
finances  and  good- will  of  the  Federal  Barge  Lines,  from  which 
it  will  take  years  to  recover. 

When  the  financial  conditions  of  the  railroads  became  seri- 
ous, mandatory  orders  were  issued  from  the  White  House  to 
the  effect  that  barge-line  competition  for  commodities  upon 
which  the  railroads  had  been  largely  depending  should  be  dis- 
continued. The  most  severe  blow  which  befell  the  Federal 
Barge  Lines  was  the  action  of  the  administration  which  com- 
pelled the  Federal  Barge  Lines  to  raise  its  charges  on  the  trans- 
portation of  cotton.  By  the  reduction  of  rates  on  cotton  to  a 
point  at  which  the  barge  line  was  still  able  to  make  a  satisfac- 
tory return  on  the  cost  of  doing  business  and  by  which  it  was 
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enabled  to  obtain  167,086  tons  in  193 1,  the  Federal  Barge  Lines 
was  able  to  capture  a  large  percentage  of  the  total  cotton  ton- 
nage, and  largely  in  consequence  of  this  business  earned  a  net 
income  of  $269,350  in  193 1  and  $470,140  in  1932,  the  latter 
figure  representing  the  largest  net  income  in  the  corporation's 
history.  After  the  barge  line  was  required  to  raise  its  rates  on 
cotton,  it  received  only  3,060  tons  in  1933.  As  a  result  of  the 
loss  of  this  business,  and  as  a  consequence  of  the  loss  of  other 
business  which  was  attributable  in  large  part  to  governmental 
policy,  the  corporation's  net  income  fell  from  the  high-water 
mark  of  $470,140  in  1932  to  $30,049  in  1933.  In  other  words, 
the  net  income  of  the  Inland  Waterways  Corporation  fell  off  94 
per  cent  in  one  year.  This  policy  must  be  attributed  very  large- 
ly to  the  order  emanating  from  the  White  House  which  en- 
joined effective  competition. 

The  Inland  Waterways  Corporation  was  not  only  ordered 
to  restrict  its  competition  with  the  railroads  during  the  latter 
part  of  the  Hoover  regime  but,  in  addition,  was  ordered  to  cur- 
tail its  competition  with  privately  owned  barge  lines.  This 
meant,  in  effect,  the  encouragement  of  the  Mississippi  Valley 
Barge  Line,  which  was  then  and  is  today  the  only  common  car- 
rier of  any  consequence  operating  in  competition  with  the  Fed- 
eral Barge  Lines.  The  Mississippi  Valley  Barge  Line  did  not  at 
that  time,  nor  does  it  today,  really  challenge  the  supremacy  of 
the  Federal  Barge  Lines.  Impartial  experts  along  the  Missis- 
sippi River  say  that  this  company  can  never  expect  to  make  a 
financial  success  because  its  equipment  is  not  designed  for  eco- 
nomical transportation.  The  fault  is  with  the  barges  of  the 
Mississippi  Valley  Barge  Line,  which  are  small,  pointed,  and 
designed  to  form  an  interlocked  cluster.  Their  carrying  capac- 
ity is  less  than  250  tons,  making  them  grossly  incapable  of 
competing  with  2,000-  and  3,000-ton  barges.  The  company  has 
an  investment  of  only  one-tenth  of  that  of  the  Inland  Water- 
ways Corporation.  It  has  sustained  a  total  operating  deficit  of 
$475,501 ;  in  the  year  1933  ft  sustained  a  loss  of  $15,494  and  its 
deficit  for  the  year  1934  will  be  much  greater.  Nevertheless,  it 
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was  the  policy  of  the  former  administration  to  encourage  this 
and  other  private  barge  lines  to  take  business  away  from  the 
Federal  Barge  Lines.  The  results  of  this  policy  constitute  the 
most  serious  problem  with  which  the  Inland  Waterways  Cor- 
poration is  confronted  at  the  present  time.  During  the  period 
in  which  competition  was  curtailed,  business  which  the  Federal 
Barge  Lines  formerly  had  was  taken  away  by  the  Mississippi 
Valley  Barge  Line,  and  experience  has  proved  that  it  will  be 
extremely  difficult  to  regain  certain  of  this  business. 

Judged  solely  on  the  basis  of  its  equipment  and  service,  there 
is  no  economic  justification  for  the  continuance  of  the  Missis- 
sippi Valley  Barge  Line  in  competition  with  its  much  larger 
and  greatly  superior  competitor,  the  Federal  Barge  Lines.  The 
operating  revenue  which  has  been  diverted  to  the  Mississippi 
Valley  Barge  Line — or,  at  any  rate,  the  total  business  which  it 
is  now  receiving — would  convert  the  present  deficit  of  the  Fed- 
eral Barge  Lines  into  a  satisfactory  profit.  In  the  present  state 
of  river  development  and  with  the  competitive  relations  be- 
tween the  river  carriers  and  the  railroads  as  unfavorable  as  they 
are,  the  future  of  economical  and  successful  waterway  transpor- 
tation is  seriously  jeopardized  by  the  existence  of  a  competing 
line  under  private  ownership,  inferior  though  the  latter  line  un- 
doubtedly is.  A  comparison  of  the  two  corporations,  prepared  by 
the  Interstate  Commerce  Commission,  is  instructive  (Table  II). 

A  national  administration  which  favors  the  honest  and  cour- 
ageous stimulation  of  inland  waterway  transportation  will  per- 
mit the  Federal  Barge  Lines  to  compete  for  traffic  with  the 
Mississippi  Valley  Barge  Line  to  the  fullest  possible  extent. 

Among  the  reasons  which  in  recent  years  have  accounted  for 
the  loss  of  revenue  to  the  Federal  Barge  Lines  there  should  be 
mentioned  the  adverse  effect  of  certain  decisions  of  the  Inter- 
state Commerce  Commission.  The  Denison  Act  of  1928  has  in- 
jured the  Federal  Barge  Lines  in  certain  respects,  while  it  has 
helped  it  in  others  by  the  requirement  that  railroads  should  be 
forced  to  enter  into  joint-rate  agreements  with  the  Inland 
Waterways  Corporation,  which  was  granted  a  certificate  of  con- 
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venience  and  necessity  under  the  terms  of  the  act.  The  Federal 
Barge  Lines  was  thus  guaranteed  legally  the  interchange  of 
freight  between  barge  and  rail.  About  60  per  cent  of  the  barge 
line's  business  today  is  derived  from  agreements  with  the  rail- 

TABLE  II* 

Comparison  between  Federal  Barge  Lines 
and  Its  Principal  Rival 


Federal  Barge 
Lines 

Mississippi 

Valley 
Barge  Line 
Company 

Investment  in  real  property  and 
equipment 

$23,659,817 
1,868,351 
1,256,598 
180,733 
3,641,411 
3,500,000! 

$3,497,041 

1,269 

212,634 

47,120 

399,353 

50,000 

100,000 

Other  investments 

Cash 

Material  and  supplies 

Total  working  assets 

Capital  stock 

Unmatured  funded  debt 

Total  working  liabilities 

Accrued  depreciation 

337,260 

4,ou,433 
625,169 

4,733,032 
5,018,005 

4,928,339 

1,003 

88,663 

30,049 

122,392 
658,702 
475, 5oi t 
1,667,884 

1,709,794 
1,694,933 

10,105 
4,756 

15,494* 

Total  corporate  surplus 

Freight  revenue 

Operating  revenues 

Operating  expenses 

Tax  accruals 

Operating  income 

Net  income 

Dividends  declared: 

Amount 

Rate  per  cent 

Employees: 

Number 

3,124 
2,313,245 
i,479,i57 

545 
479,328 

285,075 

Compensation 

Tons  carried 

*  The  Interstate  Commerce  Commission,  Bureau  of  Statistics,  reporting  on 
carriers  by  water  for  the  year  ending  December  31,  1933,  Statement  No.  34127. 
t  Operated  by  Inland  Waterways  Corporation. 
%  Deficit  or  other  reverse  item. 

roads.  At  the  present  stage  of  its  development,  and  indeed  at 
any  future  time,  the  Federal  Barge  Lines  cannot  possibly  suc- 
ceed without  the  business  which  comes  from  joint-rate  agree- 
ments with  the  railways.  As  the  river  system  is  improved,  as, 
for  example,  the  upper  Mississippi  is  put  in  first-class  condition, 
the  amount  of  port-to-port  business  may  be  expected  to  in- 
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crease.  Nevertheless  it  is  entirely  clear  that  the  Federal  Barge 
Lines  must  depend  upon  satisfactory  agreements  with  the  rail- 
roads if  the  enterprise  is  to  get  its  share  of  the  business  and  if 
it  is  to  make  a  satisfactory  financial  showing. 

From  the  long-range  view,  the  hazard  which  the  waterway 
service  faces  is  that  commission  control  and  joint  tariffs  dic- 
tated by  railroads  will  checkmate  the  lower  rates  which  the 
barge  line  is  capable  of  giving  in  many  cases  today,  and  which 
it  may  be  generally  able  to  offer  when  the  river  system  has 
been  further  improved,  and  when  the  volume  of  business  has 
reduced  overhead  costs.  The  history  and  tradition  of  river 
transportation  is  that  of  complete  freedom  with  reference  to 
rates  and  service.  Commission  control  has  resulted  in  the  adop- 
tion of  a  formula  which  would  be  very  difficult  to  alter  to  the 
advantage  of  the  barge  line  and  which,  under  existing  low  rail- 
road rates  and  under  certain  rulings  of  the  Interstate  Com- 
merce Commission,  works  a  great  hardship  on  the  Federal 
Barge  Lines.  The  differential  which  has  been  generally  adopted 
for  the  river  carriers  is  80  per  cent  of  the  railroad  tariff.  With 
railroad  rates  as  low  as  they  have  been  in  some  cases  for  the 
purpose  of  meeting  competition,  a  differential  of  a  few  cents  a 
ton  has  not  proved  sufficient  to  attract  shippers  to  the  slower 
service. 

This  is  by  no  means  the  only  difficulty  which  has  been  en- 
countered as  a  result  of  the  administration  of  the  Denison  Act. 
In  some  cases  the  railroads  have  been  successful  in  their  refusal 
to  establish  joint  rates  on  certain  commodities,  their  justifica- 
tion being  that  the  rates  they  have  been  forced  to  establish 
were  truck  and  barge  compelled  rates — ones  which  were  so  low 
that  they  could  not  be  shared  with  the  water  carrier.  In  other 
words,  they  have  been  able  to  put  the  onus  for  uneconomic 
rates  on  the  barge  line  and  have  refused  to  establish  a  joint 
rate,  although  the  onus  in  many  cases  seems  to  have  been  an 
excuse  rather  than  the  true  reason.  Again,  there  is  reliable  evi- 
dence that  the  railroads  paralleling  the  Mississippi  waterway 
have  been  permitted  to  slash  their  rates  in  concrete  cases  in 
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order  to  prevent  the  river  carriers  and  road  haulers  from  getting 
any  more  business  than  necessary,  while  the  rates  charged  in 
the  interior  (particularly  those  in  the  plateau  and  intermoun- 
tain  territory)  have  been  higher  as  a  result.  The  Interstate 
Commerce  Commission  has  apparently  taken  the  position  that 
the  financial  plight  of  the  railroads  being  what  it  is,  and  the 
ascertainment  of  the  cost  of  the  service  being  impracticable,  if 
not  impossible,  the  railroads  were  justified  in  lowering  their 
rates  to  almost  any  level  which  would  permit  them  to  capture 
the  business. 

The  case  which,  above  all  others,  illustrates  the  burden 
which  may  fall  upon  waterway  transportation  as  a  result  of 
joint  rates  and  the  resulting  jurisdiction  of  the  Interstate  Com- 
merce Commission  is  that  of  the  sugar  controversy,  which  re- 
sulted adversely  to  the  Federal  Barge  Lines  in  1932.  The  Fed- 
eral Barge  Lines,  prior  to  this  time,  had  carried  a  large  tonnage 
of  sugar  north  on  the  Mississippi  River.  In  1930,  for  example, 
it  secured  431,584  tons  of  sugar  and  in  1932  the  corresponding 
figure  was  413,81 2  tons.  One  of  the  principal  factors  in  securing 
this  business  was  the  storage-in-transit  provision  which  the 
barge  line  provided.  Under  this  arrangement  a  sugar  refinery 
in  New  Orleans  could  ship  sugar  to  Memphis  or  to  other  river 
ports  where  the  sugar  would  be  stored.  Then,  as  orders  were 
received  from  the  Mississippi  Valley  territory,  the  order  would 
be  filled  from  the  sugar  in  storage.  Yet  the  entire  movement 
would  take  place  at  the  joint  barge-rail  rate,  just  as  though  no 
interruption  in  the  transit  had  occurred.  Charges  for  ware- 
housing were  made,  but  they  were  not  sufficient  to  offset  the 
saving  accruing  to  the  consignee.  This  storage-in-transit  priv- 
ilege gave  very  efficient  and  economical  service  to  shippers  of 
sugar.  Thus,  in  the  territory  surrounding  Memphis,  overnight 
delivery  could  be  made  on  sugar  ordered  from  New  Orleans  be- 
cause the  orders  would  be  filled  from  Memphis.  Obviously  this 
was  much  better  time  than  could  be  made  by  a  shipment  mov- 
ing all-rail  from  New  Orleans.  In  consequence,  the  barge  line 
developed  a  large  and  lucrative  business  in  sugar. 
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The  southern  railway  lines,  not  proposing  to  admit  that  this 
business  was  lost,  withdrew  from  joint  rates  with  the  barge  line 
on  sugar  which  was  granted  storage-in-transit  privileges.  The 
southwestern  lines  followed  their  example.  The  matter  came 
before  the  commission,  and  the  railroads'  contention  was  that 
the  barge-line  service  was  so  efficient  that  any  differential  on 
such  service  was  unjustified.  The  commission,  in  183  I.C.C. 
109,  agreed  with  the  railroad  contention,  saying: 

Upon  consideration  of  all  of  the  evidence  we  are  of  the  opinion  that  the 
storage-in-transit  arrangement  offsets  the  disadvantages  incident  to  the 
water  movement  and  that  there  is  no  justification  for  any  differential  in 
the  barge-rail  rate  on  sugar  which  is  accorded  storage  at  the  interchange 
ports. 

They  reiterated  the  view  expressed  in  151  I.C.C.  126  that  stor- 
age-in-transit service  might  entirely  offset  the  lesser  cost  of  the 
barge  service  and  that  it  apparently  made  the  barge-rail  service 
practically  as  desirable  as  through  all-rail  service,  wherefore 
there  was  not  sufficient  justification  for  any  differential  in 
barge-rail  rates. 

The  loss  of  the  sugar  business  was  a  severe  blow  to  the  busi- 
ness of  the  Federal  Barge  Lines.  In  1933  the  sugar  tonnage  had 
fallen  to  244,148  and  the  declining  tendency  has  continued. 
Unless  the  maintenance  of  the  financial  structure  of  the  rail- 
roads is  the  ruling  consideration,  the  decision  of  the  Interstate 
Commerce  Commission,  in  this  case,  appears  questionable.  The 
management  of  the  Inland  Waterways  Corporation  has  been 
criticized  for  not  appealing  it  to  the  Supreme  Court  of  the 
United  States.  When  it  is  considered  that  storage-in-transit  is 
a  practice  which  had  been  recognized  for  many  years ;  when  it 
is  considered  that  the  northern  railroad  lines  have  continued 
to  carry  out  their  agreements  with  the  barge  line  wherein 
storage-in-transit  on  sugar  is  granted ;  and  when  it  is  recognized 
that  the  railroads  themselves  sometimes  provide  for  storage-in- 
transit,  the  decision  of  the  Interstate  Commerce  Commission  in 
this  case  must  be  construed  as  a  move  to  bolster  up  the  shaky 
financial  foundations  of  the  railroad  structure  irrespective  of 
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the  effect  upon  water  transportation  and  the  economies  of  more 
efficient  transportation  service.  In  view  of  the  experience  of  the 
Federal  Barge  Lines  with  the  Interstate  Commerce  Commis- 
sion, there  is  a  very  serious  question  as  to  the  results  of  the 
proposed  law  which  would  give  the  commission  complete  juris- 
diction over  the  barge  line. 

THE  COST  OF  INLAND  WATERWAY  TRANSPORTATION 

Before  dealing  with  the  proposal  that  river  transportation 
should  be  more  completely  regulated,  and  the  larger  question 
of  the  co-ordination  of  all  forms  of  transportation,  we  must  give 
serious  attention  to  the  question  of  the  cost  of  waterway  trans- 
portation and  its  relation  to  the  cost  of  rival  forms  of  transpor- 
tation, particularly  the  railways.  As  we  have  already  stated, 
this  is  a  highly  complex  matter  and  one  that  must  ultimately  be 
decided  on  the  basis  of  public  policy.  Nevertheless,  as  much 
reliable  information  as  possible  should  be  obtained  as  to  the 
elements  which  enter  into  the  cost  of  river  transportation  and 
their  relation  to  corresponding  or  analogous  railway  costs.  It 
is  obvious  that  if  a  reliable  answer  is  to  be  obtained  to  the 
question  of  whether  or  not  waterway  transportation  is  eco- 
nomical, we  must  secure  reliable  data  concerning  necessary  and 
proper  elements  of  cost. 

A  determination  of  this  matter,  even  if  it  involves  arbitrary 
assumptions,  underlies  an  intelligent  solution  of  the  co-ordi- 
nation problem,  and  the  recommendation  and  acceptance  of 
proper  costs  entering  into  the  operation  of  the  Federal  Barge 
Lines  is  necessary  in  order  to  provide  a  completely  business- 
like basis  of  operation,  and  in  order  to  give  satisfaction  to  the 
constant  criticisms  and  objections,  some  of  which  are  clearly 
justified,  of  the  railroads  and  the  business  community. 

But  when  we  begin  to  look  into  the  elements  of  cost  which 
the  railways  must  consider,  when  we  begin  to  make  distribu- 
tions of  public  expenditures  for  improvement  purposes,  when 
we  begin  to  compute  rates  of  interest  on  public  subsidies,  we 
find  ourselves  in  a  maze  of  conflicting  theories  which  can  be 
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solved  only  by  arbitrary  decisions  and  the  consideration  of  one 
or  another  view  of  what  constitutes  the  most  desirable  public 
policy.  Co-ordinator  Eastman,  who  expects  soon  to  publish  a 
report  on  public  subsidies  to  all  forms  of  transportation  agen- 
cies, has  discovered  difficulties  in  the  arbitrary  choices  which 
are  involved  in  such  an  approach  to  the  problem. 

Take  the  matter  of  capital  costs,  for  example.  These  fixed, 
inelastic  costs  of  the  railways,  represented  by  rights-of-way, 
tracks,  and  permanent  improvements,  constitute  about  60  per 
cent  of  the  total  costs  of  the  railway  corporations.  Obviously  a 
determination  of  what  fairly  constitutes  capital  costs  deter- 
mines the  level  of  rates  or  ability  of  one  form  of  transportation 
to  compete  with  another.  Now  if  the  railroads  were  to  be 
charged  interest  on  all  of  the  grants  of  public  land  and  all  of 
the  gifts  of  public  funds  which  have  been  given  to  them  since 
the  beginning  of  railroad  construction,  their  capital  costs  would 
be  so  swollen  that  either  the  government  would  be  justified  in 
taking  over  the  properties  as  the  legitimate  owner  or  else  they 
would  face  the  certain  loss  of  most  of  their  traffic.  For  some 
reason  or  other,  those  who  insist  most  loudly  upon  the  assess- 
ment of  every  item  of  cost  against  the  waterway  carriers  never 
seem  to  give  any  thought  to  the  propriety  of  including  interest 
on  the  public  subsidies  to  railroads,  although  they  include 
interest  on  every  other  permanent  improvement  because  it  is 
beneficial  to  the  security  holders  and  considered  good  business 
practice. 

Professor  Harold  Moulton,  who  has  written  a  well-known 
book  entitled  Waterways  versus  Railways,  provides  a  striking 
example  of  this  procedure.  Dr.  Moulton,  like  the  Bureau  of 
Railway  Economics,  tells  us  that  the  principal  item  of  "hid- 
den" costs  which  the  waterways  should  be  forced  to  carry  is 
their  fair  proportion  of  the  total  federal  expenditure  for  water- 
way improvement  and  maintenance.  Perhaps  this  contention 
is  sound,  assuming  that  a  really  fair  division  of  expenses  can  be 
made  and  that  all  considerations  entering  into  the  matter  are 
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fairly  weighed;  but  if  this  contention  is  justifiable,  then  why 
should  not  the  interest  on  public  subsidies  to  railroads  also  be 
brought  into  the  picture?  The  total  expenditure  on  the  im- 
provement of  the  Mississippi  River  waterway  constitutes  only 
a  small  proportion  of  the  value  of  lands  and  money  contributed 
to  railway  construction  out  of  public  taxes.  This  is  true,  at  any 
rate,  if  one  takes  into  consideration  the  enhanced  value  and 
stupendous  earnings  which  railways  have  derived  from  grants 
of  public  lands. 

On  looking  into  the  matter  it  immediately  becomes  apparent 
that  not  all  of  the  expenditures  of  Congress  on  rivers  have  been 
for  the  purpose  of  improving  navigation.  If  it  is  assumed  that  a 
fair  proportion  attributable  to  navigation  purposes  should  be 
segregated,  the  problem  then  becomes  one  of  distinguishing  be- 
tween the  purposes  for  which  various  proportions  of  river  ap- 
propriations were  spent.  On  further  examination  it  becomes 
obvious  that  this  cannot  be  done  definitively,  but  that  the 
purposes  are  so  commingled  and  inextricably  related  and  the 
benefits  are  so  widespread  that  any  division  of  capital  expenses 
must  necessarily  be  an  arbitrary  one. 

A  most  important  distinction  is  drawn  between  flood  control 
and  the  improvement  of  navigation.  The  principal  criterion 
relative  to  improvement  of  navigation  is  any  measure  which  is 
taken  to  deepen  the  channel.  Dredging  is  the  most  clear-cut 
case  in  point,  but  dredging  also  deepens  the  channel  and  tends 
to  prevent  the  overflow  of  the  banks — hence  it  is  also  a  flood- 
control  measure.  Revetments — that  is,  the  lining  and  reinforce- 
ment of  the  banks  of  a  river — are  also  allocated,  as  a  rule,  to  the 
improvement  of  navigation.  But  here  again  we  find  that  flood 
control  is  assisted.  On  the  other  hand,  flood  control  measures 
sometimes  detract  from  the  navigability  of  a  river  because  the 
building  of  levees  and  the  broad ening-out  of  a  stream  has  the 
effect  of  spreading  out  the  channel  and  lessening  the  average 
draft.  This  being  the  case,  great  care  should  be  taken  to  throw 
out  any  proportion  of  river  expenditures  which  has  this  effect 


26  DEVELOPING  AMERICA'S  WATERWAYS 

upon  navigation.  It  is  by  no  means  clear,  however,  that  those 
who  have  tried  to  make  such  segregations  in  the  past  have  been 
entirely  successful  in  observing  this  differentiation. 

It  is  sometimes  said  that  the  railroads  should  bear  their 
proper  share  of  the  expenditure  for  improving  harbors  and 
rivers  when,  as  in  the  case  of  a  ferry  service,  they  are  direct 
beneficiaries  therefrom.  It  is  also  said  that,  by  the  same  token, 
the  water  carriers  should  charge  to  their  fixed  costs  public  ex- 
penditures designed  to  improve  the  navigability  of  inland 
waterways.  But  the  water  carriers  are  not  the  only  beneficiaries 
of  river  improvements.  The  railways  themselves  are  indirectly 
benefited.  It  is  a  well-known  fact,  for  example,  that  before  the 
lower  Mississippi  was  improved,  partly  as  a  flood-control  meas- 
ure and  partly  for  purposes  of  navigation,  the  railways  operating 
in  that  area  suffered  considerable  expense  and  delays  in  opera- 
tion due  to  the  overflowing  of  the  river.  The  writer  was  once 
held  up  for  many  hours  in  the  vicinity  of  New  Orleans  because, 
due  to  the  flooding  of  the  Mississippi  River,  the  railroad  train 
was  absolutely  marooned.  Can  the  benefit  of  river  improve- 
ment which  has  accrued  to  the  railways  be  measured?  Obvi- 
ously it  cannot.  The  same  consideration  applies  in  the  case  of 
farmers  and  owners  of  property  in  the  vicinity  of  navigable 
rivers.  There  can  be  no  question  but  that  the  deepening  of 
channels  affords  them  a  certain  amount  of  protection.  Should 
they  therefore  defray  a  portion  of  the  expense?  No  one  would 
suggest  seriously  that  they  should.  But  the  fact  remains  that 
they  are  benefited. 

Improvement  of  river  navigability  is  a  part  of  a  program  of 
national  defense.  Should  part  of  the  total  outlay  be  charged 
to  this  purpose?  The  railways  would  undoubtedly  say  that  it 
should  not  be.  But  why  not?  A  history  of  the  administrative 
services  of  the  United  States  government  reveals  that  one  of 
the  principal  reasons  that  river  and  harbor  improvement  has 
been  put  under  the  jurisdiction  of  the  War  Department  is  be- 
cause these  measures  were  considered  a  part  of  the  program  of 
national  defense.  The  experience  of  the  World  War  proved  that 
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river  navigability  may  play  a  very  important  part  in  industrial 
mobilization.  Not  only  is  it  a  method  of  diverting  heavier 
freight  to  river  carriers  and  hence  increasing  the  transportation 
facilities  of  the  country,  but  it  is  also  a  means  of  making  avail- 
able railway  facilities  for  the  speedy  transportation  of  troops 
and  materials  of  war.  An  additional  advantage  of  inland  water- 
way transportation  is  that  in  case  the  country  is  occupied  by  in- 
vaders it  is  more  difficult  for  the  enemy  to  destroy  river  trans- 
portation than  it  is  for  them  to  put  out  of  communication  rail- 
way lines  and  bridges.  In  view  of  these  considerations,  is  it  not 
obvious  and  fair  that  from  the  national  point  of  view  a  con- 
siderable portion  of  river  expenditures  should  properly  be 
charged  against  the  nation's  program  of  national  defense? 

When  the  railway  interests  and  others  who  are  desirous  of 
having  the  costs  of  river  transportation  increased  have  ad- 
vanced the  argument  that  the  principal  portion  of  the  expendi- 
tures for  inland  waterway  improvement  should  be  borne  by 
the  river  carriers,  those  who  have  championed  river  transpor- 
tation have  replied  that  the  improvement  of  rivers  would  have 
taken  place  in  any  case,  and  hence  it  is  unfair  to  load  down  in- 
land waterway  transportation  with  fixed  costs  which-  have  no 
other  purpose  than  to  benefit  railroad  security  holders.  There 
is  a  great  deal  of  truth  in  this  contention. 

Expenditures  on  river  improvement  (between  1879  and  say 
1908)  were  in  the  view  of  Congress  almost  wholly  for  national 
defense.  The  idea  that  a  return  on  the  waterway  investment 
was  necessary  did  not  gain  currency  and  concrete  instrumenta- 
tion until  the  exigencies  of  war  forced  the  railway  administra- 
tion to  turn  to  the  navigable  rivers.  If  Congress'  purpose  had 
been  waterway  transportation  from  the  beginning,  many  river 
improvement  schemes  would  have  been  altered  and  more  effec- 
tive methods  would  have  been  used.  Early  improvement  on 
the  upper  Mississippi  is  a  case  in  point.  Unless  the  only  pur- 
pose is  to  assist  the  competitive  position  of  the  railways  at  the 
cost  of  more  economic  water  rates,  should  not  most,  if  not  all, 
of  Congress'  expenditures  on  river  improvement  be  ruled  out  of 
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the  picture  so  far  as  the  proper  costs  of  inland  waterways  trans- 
portation are  concerned? 

If  the  argument  in  favor  of  establishing  an  arbitrary  total 
designated  as  expenditures  for  improving  inland  waterway 
transportation  be  accepted,  at  least  for  purposes  of  argument, 
then  it  is  only  natural  and  just  that  all  craft  using  improved 
rivers  for  transporting  freight  should  be  charged  equal  tolls. 
There  is  just  as  much  reason  for  the  United  States  Steel  Com- 
pany's paying  tolls  as  for  the  Federal  Barge  Lines1  bearing  its 
proportion  of  the  government's  capital  investment.  No  other 
basis  is  fair  or  defensible.  This  would  mean  that  the  percentage 
of  river  expenditures  to  be  borne  by  the  Inland  Waterways  Cor- 
poration and  other  common  carriers  would  be  relatively  small 
because,  as  we  have  seen,  the  private  and  the  contract  carriers 
have  by  far  the  greatest  proportion  of  the  floating  equipment 
now  operating  on  the  navigable  streams.  A  standard  of  cubic 
measurement  analogous  to  that  used  by  the  Panama  Canal 
administration  would  be  the  fairest  means  of  charging  tolls  on 
all  users  of  improved  rivers.  The  private  and  contract  carriers 
would  undoubtedly  make  a  fight  to  have  the  paying  of  tolls 
confined  to  common  carriers,  and  in  this  they  would  probably 
be  supported  by  the  railroads.  If  such  a  policy  were  forced 
upon  Congress  it  would  have  only  one  result,  namely,  to  dis- 
courage, if  not  entirely  to  kill,  common  carriers  on  inland  wa- 
terways and  to  transfer  the  business  to  private  and  contract 
operators. 

If  a  fair  basis  of  ascertaining  the  capital  cost  of  improve- 
ments on  river  navigation  were  established  and  if  all  users  of 
inland  waterways  for  commercial  purposes  were  equitably  as- 
sessed, the  increased  cost  per  ton-mile  of  the  Inland  Water- 
ways Corporation  would  not  be  very  great.  According  to  Mr. 
Theodore  Brent,  one  of  the  best  authorities  in  the  country  on 
Mississippi  River  navigation  and  on  transportation  problems 
generally,  the  added  cost  per  ton-mile  as  the  result  of  levying 
equitable  tolls  would  be  less  than  one  mill.  In  a  study  of  the 
same  problem,  made  by  the  Secretary-Treasurer  of  the  Inland 
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Waterways  Corporation,  the  conclusion  was  reached  that  the 
added  cost  would  be  only  0.62  mills  per  ton-mile.14  The  Bureau 
of  Railway  Economics,  on  the  other  hand,  arrived  at  the  figure 
of  1.84  mills  per  ton-mile,  their  computation  being  based  upon 
a  total  capacity  outlay  of  $i35,ooo,ooo.IS 

As  we  have  already  suggested,  there  is  very  serious  doubt  as 
to  whether  or  not  the  total  federal  expenditure  for  the  improve- 
ment of  inland  waterway  transportation  should  be  set  up  as  a 
capital  charge  against  river  carriers.  Assuming  that  it  is  the 
proper  thing  to  be  done,  is  there  not  just  as  much  justification 
for  asking  the  railways  to  pay  the  government  interest  on  lands 
which  were  originally  given  to  them  and  which  have  since  been 
sold  or  upon  which  rents  are  collected?  And,  too,  as  we  have 
already  suggested,  should  not  the  railways  pay  interest  on  the 
total  public  subsidy?  To  be  sure,  the  railways  capitalized  the 
cost  of  construction  of  the  system  itself,  including  the  right-of- 
way,  tracks,  and  other  permanent  structures,  but  the  railways 
own  these  properties  outright  and  can  sell  and  dispose  of  them. 
Water  carriers,  on  the  other  hand,  can  get  no  title  to  the  chan- 
nel of  a  river,  locks,  dams,  and  other  appurtenant  structures. 
Ownership  of  these  permanent  improvements  remains  in  the 
government.  There  is  thus  this  very  important  difference  be- 
tween the  so-called  construction  costs  of  the  railways  and  the 
corresponding  costs  of  the  inland  waterway  carriers.  It  is  large- 
ly because  of  the  fact  that  river  carriers  do  not  have  to  estab- 
lish costly  rights-of-way  and  because  their  fixed  investments 
are  so  much  less  than  those  of  the  railways  that  they  are  able 
to  offset  the  advantages  which  railways  have  in  speed,  direct 
routes,  and  easy  access  to  the  centers  of  cities.  It  is  because  of 
this  advantage,  too,  that  river  transportation  can  be,  and 
should  be,  more  economical  than  transportation  by  rail.  Con- 
trary to  what  the  railways  and  some  of  the  economists  con- 

14  Cf.  Guy  Bartley,  Accountant  versus  Engineer:  Disclosed  and  Hidden  Costs 
of  Inland  Waterways  Corporation  (mimeographed),  p.  3. 

15  An  Economic  Survey  of  Inland  Waterway  Transportation  in  the  United 
States  (Bureau  of  Railway  Economics,  "Special  Series,"  No.  56),  p.  195. 
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tend,  the  steam  railway  is  not  the  last  word  in  transportation 
or  the  self-sufficient  transportation  agency  of  the  nation's 
commerce. 

In  view  of  the  considerations  which  have  been  mentioned,  it 
may  be  the  wisest  policy  for  the  federal  government  to  forget 
about  early  expenditures  on  inland  waterways  and,  as  a  basis  of 
a  fair  capital  cost  to  be  borne  by  river  carriers,  to  establish  a 
formula  with  reference  to  improvements  and  maintenance  tak- 
ing place  in  the  future. 

Studies  of  construction  costs  which  have  been  made  in  the 
past  are  not  very  satisfactory.  Harold  Moulton  came  to  the 
conclusion,  for  example,  that  the  expenditures  of  the  federal 
government  for  the  improvement  of  navigation  on  the  lower 
Mississippi  since  1879  have  been  $137,454, 000,16  and  that  the 
annual  cost  for  capital  maintenance  and  continuous  construc- 
tion would  amount  to  $i2,7oo,ooo.17  The  Bureau  of  Railway 
Economics  arrived  at  the  figure  of  $i35,ooo,ooo.18  In  the  study 
made  by  the  Bureau  of  Railway  Economics  there  was  a  failure 
to  take  into  consideration  the  ocean-going  tonnage  moving  be- 
tween the  mouth  of  the  Mississippi  River  and  New  Orleans, 
which,  if  it  had  been  considered,  would  increase  the  tonnage 
against  which  tolls  should  be  charged  by  50  per  cent.  The 
methods  and  computations  made  by  Mr.  Moulton  are  impos- 
sible to  follow. 

Let  us  take  another  estimate  as  an  illustration.  The  United 
States  Board  of  Engineers  for  Rivers  and  Harbors  has  reported 
that  construction  costs  on  the  present  nine-foot  project  in  the 
upper  Mississippi  will  amount  to  about  $124,000,000  and  that 
the  annual  maintenance  will  approximate  $2,000,000.  Presum- 
ably all  of  this  outlay  is  attributable  to  the  improvement  of 
navigation,  but  anyone  with  any  knowledge  of  river  conditions 
knows  that  the  building  of  locks  and  dams  on  the  upper  Mis- 
sissippi (which  is  the  method  which  will  be  used  throughout) 

16  Harold  Moulton  and  associates,  The  American  Transportation  Problem 
(Washington,  1933),  p.  494. 

*?  Ibid.,  p.  498.  l8  Bureau  of  Railway  Economics,  op.  cit.,  p.  194. 
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will  also  have  a  very  important  effect  upon  flood  control.  For 
years  experts  have  been  saying  that  if  you  can  control  the  flood 
waters  of  the  upper  Mississippi  and  of  the  principal  tributaries, 
the  problem  of  the  lower  river  will  be  practically  solved.  The 
same  consideration  applies  to  the  Army  Engineers'  estimate  of 
$62,000,000  for  the  construction  of  the  six-foot  channel  on  the 
Missouri  River.  However,  the  flood  control  consideration  does 
not  have  so  much  bearing  upon  the  expenditure  of  $10,000,000 
for  the  improvement  of  the  Warrior  River.  It  will  be  seen, 
therefore,  that  if  the  establishment  of  a  capitalization  on  the 
basis  of  total  expenditures  be  considered  desirable,  the  estab- 
lishment of  such  a  figure  must  necessarily  be  arbitrary.  It  is 
futile  to  look  for  a  self-evident  basis. 

Construction  costs  are  only  one  item  to  be  considered  in 
attempting  to  determine  all-inclusive  costs,  but  obviously  in 
the  case  of  most  transportation  agencies  they  bulk  largest.  So 
important  is  the  matter  that  we  have  felt  justified  in  giving  as 
much  attention  to  it  as  we  have.  But  it  is  the  railways'  con- 
tention that  failure  to  pay  tolls  or  interest  on  capital  costs  is 
only  one  of  the  cases  in  which  the  Inland  Waterways  Corpora- 
tion covers  up  the  "hidden"  costs  of  conducting  its  business. 
We  must  therefore  consider  the  other  elements  of  cost,  par- 
ticularly the  ones  which  are  said  to  be  "hidden,"  and  attempt 
to  obtain  more  insight  into  the  economic  or  uneconomic  char- 
acter of  waterway  transportation  and  the  success  or  failure  of 
the  Inland  Waterways  Corporation  to  operate  on  the  same 
basis  as  would  any  other  business  corporation. 

One  of  the  principal  charges  which  is  made  against  the  finan- 
cial and  economic  policies  of  the  Inland  Waterways  Corpora- 
tion is  that  it  is  not  required  to  earn  interest  on  its  total  capital 
investment.  As  a  matter  of  fact,  the  capitalization  on  the  basis 
of  which  the  corporation  should  be  expected  to  earn  a  return 
has  never  been  definitively  determined  upon  as  has  been  done, 
for  example,  in  the  case  of  The  Panama  Canal  and  the  Panama 
Railroad  Company.  So  long  as  the  corporation  has  not  been 
expected  to  earn  a  fixed  rate  of  interest  on  its  investment,  there 
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has  been  no  compelling  reason  for  establishing  a  definitive  capi- 
talization. It  is  believed  that  this  should  be  done  and  that  the 
enterprise  should  attempt  to  earn  a  return  on  whatever  this 
investment  may  prove  to  be.  Then,  if  it  were  impossible  at 
first  for  the  corporation  actually  to  earn  this  return,  or  even  if 
it  were  merely  a  financial  transaction  which  did  not  result  in 
turning  over  money  to  the  Treasury  of  the  United  States,  it 
would  be  desirable  to  establish  such  a  capitalization  and  to 
know  what  was  expected  of  the  undertaking.  In  the  case  of 
The  Panama  Canal,  3  per  cent  is  the  rate  of  return  which  has 
been  agreed  upon.  It  is  suggested  that  this  would  be  a  possible 
and  practicable  figure  in  the  case  of  the  Inland  Waterways 
Corporation. 

The  Inland  Waterways  Corporation  pays  taxes  on  real  estate 
and  its  railroad  subsidiary,  but  it  is  not  required  to  pay  corpo- 
ration income  taxes.  Competitors  of  the  line  contend  that  this 
is  inequitable.  It  is  believed  that  their  contention  is  erroneous 
and  that  the  actual  collection  of  taxes  on  public  properties  is  an 
unsound  practice  and  precedent.  Governmental  income  can  be 
acquired  by  trading  as  well  as  by  tax  collection.  However,  it 
can  be  laid  down  as  a  general  proposition  that  the  basis  of  com- 
petition and  the  practices  of  the  Inland  Waterways  Corpora- 
tion should  be  brought  into  conformity  with  those  of  its  private 
competitors,  in  so  far  as  possible,  when  such  measures  do  not 
compromise  public  interests  which  are  considered  more  impor- 
tant. This  being  the  case,  it  might  be  desirable  for  the  Inland 
Waterways  Corporation  to  set  aside  on  its  books  each  year  an 
amount  equivalent  to  what  it  would  have  paid  in  taxes  had  it 
been  a  private  corporation.  This  would  not  only  give  the  cor- 
poration an  adequate  margin  of  safety,  but  it  would  help  to 
clear  away  the  charges  of  "hidden"  costs  and  unfair  competi- 
tion. From  the  standpoint  of  the  success  of  the  business  and 
its  bearing  upon  other  governmental  ventures  in  the  economic 
field,  this  latter  consideration  cannot  be  given  too  much  weight. 

The  remaining  "hidden"  costs  which  are  usually  mentioned 
do  not  bulk  very  large  in  the  operating  expenses  of  a  business 
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venture.  It  is  said,  for  example,  that  the  Inland  Waterways 
Corporation  should  not  be  accorded  the  franking  privilege,  and 
this  is  probably  a  valid  criticism.  It  is  also  said  that  the  corpo- 
ration should  pay  rent  on  all  office  space  which  it  occupies,  and 
it  does  not  do  this  at  the  present  time  in  the  case  of  the  main 
office  in  Washington.  This  criticism  is  also  well  founded,  and 
an  adjustment  of  the  situation  could  be  made  without  a  great 
deal  of  additional  expense,  and  with  the  removal  of  an  annoy- 
ing source  of  criticism.  And,  too,  it  is  said  that  the  government- 
owned  corporation  should  be  given  no  greater  reductions  in 
telephone  and  telegraph  rates  than  are  enjoyed  by  any  other 
transportation  agency.  This  proposition  is  entirely  reasonable. 
However,  as  has  been  said,  these  are  more  or  less  trivial  mat- 
ters which,  although  they  do  not  bulk  very  large  financially, 
lay  the  public  corporation  open  to  criticism  which  could,  it  is 
believed,  be  readily  rectified. 

We  now  come  to  the  most  important  issue  between  the  sup- 
porters of  inland  waterway  transportation  and  the  champions 
of  exclusive  reliance  upon  the  railways.  Professor  Moulton  of 
the  Brookings  Institution  and  the  Bureau  of  Railway  Econom- 
ics19 have  made  studies  which  are  designed  to  show  that  water- 
way transportation  in  comparison  with  railway  operations  is 
definitely  uneconomic.  When  all  of  the  "hidden"  costs  are  fig- 
ured in,  they  say,  the  cost  of  moving  a  ton  of  freight  by  the 
facilities  of  the  Federal  Barge  Lines  is  higher  than  the  corre- 
sponding cost  by  railway  carriers.  In  addition  to  this,  of  course, 
the  barge-line  service  is  slower.  Dr.  Moulton,  in  the  last  sen- 
tence of  his  book  entitled  Waterways  versus  Railways ,  states, 
"Our  investigations  have  indicated  that  it  is  only  in  rare  in- 
stances that  river  transportation  can  be  made  as  economical  as 
transportation  by  rail."  Recently  Dr.  C.  S.  Morgan,  who  is  on 
the  staff  of  Co-ordinator  Eastman  and  who  was  formerly  an 
assistant  of  Professor  Moulton's  in  his  waterway  study,  stated 
in  conversation  with  the  writer  that  if  waterway  carriers  were 
to  pay  tolls  it  would  be  patently  uneconomic  for  them  to  con- 

J9  Op.  cit. 
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tinue  operations.  Is  the  conclusion  that  inland  waterway  trans- 
portation is  uneconomic  supported  by  the  facts?  The  writer 
has  come  to  the  conclusion  that  it  is  not. 

In  the  first  place,  as  has  already  been  said,  there  is  a  serious 
question  as  to  whether  or  not  the  water  carriers  should  be 
asked  to  bear  all  of  the  cost  of  improving  the  channels  of  navi- 
gable streams.  Then,  too,  in  the  studies  of  Moulton  and  the 
Bureau  of  Railway  Economics,  items  of  expense  are  charged 
against  the  operations  of  the  Inland  Waterways  Corporation 
when  the  justifiability  of  doing  so  is  open  to  question.  Insur- 
ance is  a  case  in  point.  If  the  corporation  sees  fit  not  to  carry 
insurance  on  its  own  floating  equipment,  but  merely  to  protect 
shippers,  it  should  have  absolute  liberty  to  do  so.  We  do  not 
agree  with  the  position  taken  relative  to  the  imposition  and 
paying  out  of  taxes  in  cases  where  they  are  now  not  levied. 
These  are  relatively  minor  considerations  but  they  do  make  a 
difference  in  the  total. 

The  point  at  which  the  analysis  of  Moulton  and  his  brethren 
falls  down  is  that  at  which  50  per  cent  (in  the  case  of  the  Bureau 
of  Railway  Economics  study)20  and  60  per  cent  (in  the  case  of 
Moulton's  analysis)21  is  added  to  the  ton-mile  cost  of  the  Inland 
Waterways  Corporation  because  of  what  they  designate  as 
"circuity." 

On  examination,  it  appears  that  what  these  economists  do  is 
to  ascertain  what  they  consider  the  proper  costs  of  Federal 
Barge  Lines'  operation  (including  tolls,  taxes,  interest  on  in- 
vestment, etc.)  and  then  multiply  this  total  by  the  greater  dif- 
ference which  the  barge  line  must  travel  between  two  points 
served  by  a  competing  railroad.  This  is  the  "joker  in  the  pack" ; 
this  legerdemain  vitiates  the  conclusion  which  they  attempt  to 
support.  What  they  do,  in  fact,  is  to  increase  by  50  per  cent 
the  tolls,  the  interest  on  the  investment,  and  every  other  item 
which  has  been  adopted  as  an  element  of  cost. 

Concretely,  when  the  Bureau  of  Railway  Economics  tacks 

20  Bureau  of  Railway  Economics,  ibid.,  p.  196. 

21  Moulton,  American  Transportation  Problem,  p.  498. 
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on  this  allowance  of  50  per  cent  for  "circuity,"  it  causes  the 
barge  line  to  pay  its  share  of  the  interest  on  $67,750,000  which 
the  government  never  spent.  It  would  have  required  the  barge 
line  to  pay  in  the  year  1928  for  its  share  in  $2,376,500  worth  of 
maintenance  work  which  was  never  done.  If  we  use  Professor 
Moulton's  factor  of  60  per  cent,  and  the  figures  he  gives  for  the 
year  1930,  the  Mississippi  water  carriers  would  have  included 
as  part  of  their  costs  $7,620,000  of  nonexistent  maintenance 
work,  and  would  have  to  stand  the  burden  of  interest  payments 
on  $43,200,000  of  federal  investment  which  existed  nowhere 
except  in  thin  air.  Now  it  will  be  admitted  without  argument 
that  the  railways  have  an  advantage  in  more  direct  routes,  in 
greater  speed,  and  in  direct  access  to  the  centers  of  cities;  but 
when  trained  economists  indulge  in  financial  gymnastics  like 
this  they  are  either  more  unschooled  than  most  people  suppose 
or  else  they  are  deliberately  attempting  to  deceive. 

Another  matter  which  has  not  been  given  consideration  in 
cost  estimates  but  which,  nevertheless,  deserves  due  considera- 
tion, is  the  effect  of  computing  cost  statistics  on  the  basis  of  a 
wide  difference  which  exists  in  the  tonnage  handled  by  the  rail- 
roads as  compared  with  the  volume  of  business  done  by  the 
Federal  Barge  Lines.  The  point  is,  as  everyone  knows,  that 
overhead  costs  and,  as  a  rule,  operating  costs  decrease  as  the 
volume  of  business  handled  increases.  Take  a  case  which  readi- 
ly comes  to  mind.  If  the  Federal  Barge  Lines  had  been  able  to 
secure  the  285,075  tons  carried  by  the  Mississippi  Valley  Barge 
Line  in  1933,  their  administrative,  maintenance,  and  operating 
expenses  would  have  been  increased  somewhat,  but  their  reve- 
nue would  have  been  increased,  their  operating  ratio  would 
have  been  improved,  and  the  profit  on  the  year's  business 
would  have  been  increased  out  of  all  proportion  to  the  addi- 
tional amount  of  business  secured.  As  a  matter  of  fact,  a  cost 
study  made  by  the  Comptroller  of  the  Inland  Waterways  Cor- 
poration concludes  that  the  spread  of  $89,660  between  the 
Federal  Barge  Lines'  operating  revenue  and  operating  expenses 
for  the  year  1933  would  have  been  increased  to  $1,300,868.  If 
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the  Federal  Barge  Lines  were  actually  given  a  chance  to  go  out 
after  the  business  and  to  establish  rates  on  the  basis  of  the  cost 
of  the  service  without  an  immediate  rate  war  with  the  railways, 
it  is  believed  that  the  volume  of  business  would  increase  to  such 
an  extent  that  the  true  superiority  of  waterway  service  would 
be  clearly  demonstrated. 

Now,  even  if  the  differential  between  the  cost  of  operating  a 
barge  service  and  the  operating  costs  of  the  railways  were  not 
sufficiently  great  to  attract  a  paying  business  to  the  river  car- 
riers, the  payment  of  a  subsidy  to  inland  waterway  transporta- 
tion would  be  justified  as  sound  national  policy.  In  the  first 
place,  the  inequality  of  competition  between  rail  and  barge  car- 
riers is  so  great  that  a  public  subsidy  must  be  expected  until 
the  water  carriers  have  re-established  themselves.  In  the  sec- 
ond place,  a  subsidy  is  justified  as  a  measure  of  national  de- 
fense. In  the  third  place,  a  subsidy  to  inland  waterway  carriers 
is  justified  on  the  same  grounds  as  subsidies  to  the  merchant 
marine  are. 

One  point  that  is  almost  invariably  overlooked  is  that  our 
waterway  carriers  are  an  integral  part  of  the  water-borne  traffic 
of  the  United  States;  in  other  words,  the  "all-water  route"  be- 
tween the  two  coasts  of  the  United  States,  foreign  countries, 
and  inland  points  in  the  United  States  served  jointly  by  ocean- 
going vessels  and  barges  is  a  combination  which  is  growing  in 
favor  because  of  its  lower  cost.  Withdraw  the  service  of  the 
Federal  Barge  Lines  from  the  Mississippi  River  and  you  will 
find  that  the  port  of  New  Orleans  and  the  business  of  the  mer- 
chant marine  as  a  whole  will  suffer  very  serious  effects.  The 
"all- water  route"  comprised  of  ocean-going  vessels  and  the 
Federal  Barge  Lines  is  the  means  of  giving  the  Mississippi  Val- 
ley an  offset  to  the  advantage  acquired  by  the  seacoasts  of  the 
United  States  in  the  construction  of  the  Panama  Canal. 

Finally,  the  Federal  Barge  Lines  has  been  a  means  of  en- 
forcing a  lowering  of  railway  rates  when  they  were  unjustifiably 
high,  particularly  when  the  railways  attempted  to  take  advan- 
tage of  the  dependence  upon  railway  transportation  in  the  in- 
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terior  part  of  the  United  States.  A  case  in  point  is  the  territory 
surrounding  the  Twin  Cities  where,  when  it  was  known  that 
the  Federal  Barge  Lines  was  to  afford  competition,  even  the 
threat  of  competition  was  sufficient  to  make  the  railways  lower 
rates  which  had  been  considered  exorbitantly  high.  Let  no  one 
think,  however,  that  the  principal  justification  for  the  opera- 
tion of  river  transportation  is  as  a  regulator  of  railway  charges. 
The  basic  and  sufficient  justification  of  inland  waterway  traffic 
is  the  more  economical  carrying  of  freight  at  a  rate  which  will 
produce  an  adequate  financial  return. 

It  may  be  said  that,  granting  everything  that  has  been  said 
above,  there  is  an  imperative  duty  to  save  the  railways  from 
financial  collapse  and  that  competition  of  any  kind  is  inclined 
to  have  the  opposite  effect.  The  answer  to  this  oft-heard  con- 
tention is  that  the  present  percentage  of  business  attracted  to 
the  waterways  is  relatively  insignificant  in  comparison  with  the 
tonnage  which  the  railways  are  now  handling.  Road  haulers,  it 
is  well  known,  are  in  reality  the  railways'  undoing. 

However,  it  is  believed  that  competition  is  not  the  basic  dif- 
ficulty of  the  railways,  but  that  their  fundamental  financial 
reconstruction  is  overdue  and  must  take  place  before  the  rail- 
ways can  expect  to  regain  their  health.  Their  capitalization 
and  obligations  to  security  holders  are  out  of  all  proportion  to 
what  they  can  be  expected  to  pay.  The  inflated  post-war  era  is 
a  thing  of  the  past.  The  railways  must  expect  further  amalga- 
mations of  their  ownership  and  management;  drastically  re- 
duce superfluous,  uneconomical,  and  paralleling  trackage ;  and 
write  down  their  capital  obligations.  Even  these  measures 
would  not  solve  the  problem  of  transportation  in  this  country. 
The  ultimate  solution  is  co-ordination  of  all  forms  of  transpor- 
tation on  the  basis  of  the  greatest  economy  for  the  nation's 
commerce  and  for  the  traveling  public. 

REGULATION  VERSUS  CO-ORDINATION 

On  balance,  the  writer  believes  that  the  granting  of  power  to 
the  Interstate  Commerce  Commission  to  regulate  truck  and 
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barge  transportation  in  addition  to  the  railways  is  an  unsatis- 
factory solution  of  the  transportation  problem.  Yet,  that  there 
are  certain  advantages  in  establishing  regulation  over  truck 
and  barge  traffic  goes  without  saying.  It  is  also  true  that  the 
unification  of  jurisdiction  in  the  hands  of  one  commission  is 
infinitely  superior  to  the  set-up  of  separate  tribunals  for  each 
of  the  three  carriers;  only  constant  conflict  and  recrimination 
could  be  expected  under  such  a  three-headed  system.  Then, 
too,  competition  between  barge  lines  and  trucking  companies 
undoubtedly  requires  public  intervention  and  the  creation  of 
standards  of  service  and  competition.  Ruinous  rate  wars  be- 
tween competing  barge  lines  and  competing  truck  lines  are 
quite  as  objectionable  as  are  rate  wars  between  the  railways 
and  rival  forms  of  transport.  Granted  all  this,  it  is  contended 
that  the  establishment  of  jurisdiction  over  barge  lines,  such 
jurisdiction  being  intrusted  to  the  Interstate  Commerce  Com- 
mission, will  almost  surely  have  a  deterring  effect  upon  the 
progress  of  inland  waterway  transportation,  and  that  the  final 
solution  of  the  problem  of  co-ordination  will  be  merely  post- 
poned rather  than  really  solved. 

The  Interstate  Commerce  Commission  would  undoubtedly 
attempt  to  establish  the  true  cost  of  inland  waterway  transpor- 
tation, and  it  would  then  establish  a  differential  for  all  classes 
of  traffic,  with  which  the  barge  lines  would  have  to  comply. 
Assuming  that  the  commission  could  arrive  at  a  determination 
of  waterway  costs  which  would  constitute  a  sound  basis  of  the 
differential  (and,  as  we  have  demonstrated,  it  is  very  doubtful 
whether  this  can  be  done),  the  additional  objection  remains 
that  the  effect  of  establishing  such  a  differential  would  be  to 
rigidify  the  existing  inequality  of  competitive  power  between 
the  railways  and  the  water  carriers.  In  other  words,  the  barge 
lines  do  not  yet  have  the  volume  of  traffic  which  will  adequately 
demonstrate  the  inherent  advantages  of  river  transportation. 

It  might  appear,  therefore,  that  the  status  quo  with  regard  to 
the  existing  division  of  the  total  freight  tonnage  between  rail- 
ways, trucks,  and  water  carriers  would  be  firmly  fixed.  It  is 
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believed  that  if  the  result  anticipated  actually  occurs,  rigidity 
cannot  be  enforced.  It  will  undoubtedly  mean  that  more  and 
more  traffic  will  be  diverted  to  private  and  contract  carriers 
both  on  the  rivers  and  on  the  highways. 

While  having  great  confidence  in  the  integrity  and  intentions 
of  the  Interstate  Commerce  Commission,  the  writer  neverthe- 
less believes  that  the  effect  of  extending  the  commission's  juris- 
diction over  truck  and  barge  carriers  would  be  to  bolster  the 
waning  fortunes  of  the  railroads  at  the  expense  of  cheaper 
transportation  inherent  in  water  carriers  and  road  haulers.  It 
is  entirely  human  to  expect  that  after  almost  fifty  years  of 
solicitude  for  railways  the  Interstate  Commerce  Commission 
would  be  unalterably  "railroad-minded."  If  it  did  not  favor  the 
interests  of  the  railroads  (i.e.,  the  security  holders  who  depend 
upon  its  earnings)  as  against  further  inroads  of  the  two  rival 
forms  of  transportation,  it  would  be  surprising.  Such  a  policy 
might  be  a  good  thing  for  the  financial  structure  of  the  country, 
but  it  would  certainly  be  an  undesirable  situation  for  the  na- 
tion's domestic  and  foreign  commerce.  One  guiding  principle 
should  control  the  government's  policy  relative  to  transporta- 
tion: industrial  progress  is  dependent  upon  the  cheapest  pos- 
sible transportation  facilities  and  any  official  policy  which  is 
placed  in  the  way  of  achieving  this  economical  transportation 
for  the  nation's  domestic  and  foreign  commerce  will  eventually 
retard  the  industrial  and  business  development  of  the  nation 
as  a  whole. 

A  third  objection  to  the  proposed  plan  of  establishing  a  uni- 
fied regulation  over  railways,  trucks,  and  barges  is  that  regu- 
lation has  a  paralyzing,  unprogressive,  and  stifling  effect  upon 
the  greatest  possible  efficiency  of  the  regulated  services.22  Reg- 
ulation by  an  administrative  tribunal  such  as  the  Interstate 
Commerce  Commission  results  in  the  setting-up  of  two  bodies 
of  officials,  namely,  the  commission  and  the  officials  of  the 

22  This  matter  has  been  analyzed  more  completely  in  the  author's  article  en- 
titled "British  and  American  Utilities:  A  Comparison,"  University  of  Chicago 
Law  Review,  I  (November,  1933),  265-83. 
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transportation  company,  which  results  in  the  division  of  re- 
sponsibility, and  in  restraints  upon  the  freedom  and  elasticity  of 
management  which  are  required  in  a  progressive  organization. 
Regulation  means  restrictions,  rules,  standards,  a  certain  ham- 
pering of  business  freedom  and  action.  The  effects  of  such  a 
system  are  hard  to  measure  and  may  not  be  seen  for  a  long 
period  of  time,  but  there  is  no  doubt  of  their  vitiating  effect. 

In  comparison  with  such  a  restrictive  system  the  writer  sug- 
gests the  real  co-ordination  of  transportation  agencies  under  a 
plan  which  will  obtain  the  maximum  efficiency  from  each  of  the 
transportation  units  and  which  will  vouchsafe  the  freedom  and 
progressiveness  which  are  particularly  desirable  in  the  case  of 
these  undertakings.  It  is  submitted  that  the  problem  of  co- 
ordination would  be  solved  if  the  railways  as  a  whole  or  the 
railway  companies  by  regions  were  reincorporated  by  an  act  of 
Congress  as  public  corporations,  the  stock  of  which  would  be 
owned  in  whole  or  in  substantial  part  by  the  government  of  the 
United  States.  The  same  plan  could  be  adopted  for  the  prin- 
cipal trucking  companies  of  the  United  States.  The  Inland 
Waterways  Corporation  is  already  organized  in  this  manner. 

The  several  transportation  units  would  then  operate  through 
their  own  boards  of  directors  and  under  the  supervision  of  their 
own  general  managers.  The  effective  co-ordination  of  all  forms 
of  transportation  and  the  establishment  of  through  and  joint 
rates  on  every  form  of  public  carrier  would  be  intrusted  to  a 
Secretary  of  Transportation,  who  would  head  a  new  depart- 
ment in  the  national  administration.  Cases  involving  service, 
rates,  or  other  matters  arising  between  shippers  and  the  public 
carriers  would  be  decided  by  the  Interstate  Commerce  Com- 
mission, acting  as  a  co-ordinate  part  of  the  department  of 
transportation.  Under  this  set-up  the  Secretary  of  Transporta- 
tion would  be  responsible  for  developing  policies  and  for  co- 
ordinating the  transportation  units,  while  the  Interstate  Com- 
merce Commission  would  be  called  upon  for  the  settlement  of 
quasi- judicial  controversies  arising  under  the  administration  of 
the  law.  The  Secretary  of  Transportation  would-be  a^Cabinet 
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member,  of  course,  and  would  have  to  receive  the  support  of 
the  President  and  Congress. 

Under  such  a  plan  it  is  believed  that  the  true  economies  of 
inland  waterway  transportation  would  have  a  chance  to  ap- 
pear. Real  competition  between  railways,  trucks,  and  water 
carriers  would  be  possible.  The  freedom  and  elasticity  required 
in  a  successful  undertaking  would  be  forthcoming,  and  the 
best  interests  of  the  country  as  a  whole  would  be  likely  to  be 
achieved. 


CHAPTER  II 
OVERHEAD  CONTROL 

RESPONSIBILITIES  OF  THE  SECRETARY  OF  WAR 

THE  Inland  Waterways  Corporation  differs  from  any 
other  government-owned  corporation  in  the  direct 
control  and  immediate  supervision  which  the  Secre- 
tary of  War  has  over  the  affairs  of  the  corporation.  The  Inland 
Waterways  Corporation,  unlike  other  public  corporations,  does 
not  have  a  board  of  directors  which  acts  as  the  policy-formulat- 
ing and  policy-controlling  agency  in  behalf  of  the  Secretary  of 
the  executive  department  of  government.  The  Advisory  Board 
possesses  very  limited  powers,  and  in  theory  as  well  as  in  prac- 
tice does  no  more  than  give  advice — advice  which  need  not  be 
taken  unless  the  President  of  the  corporation  and  the  Secretary 
of  War  choose  to  accept  it.  Because  of  this  failure  to  set  up  a 
board  of  directors  which  really  functions,  there  must  be  a  di- 
rect relationship  between  the  Secretary  of  War  and  the  execu- 
tive head  of  the  corporation;  the  Secretary  of  War  must  act 
upon  and  decide  many  matters  which  involve  management 
rather  than  policy ;  while  the  President  and  directing  head  must 
defend  his  own  policies  and  actions  without  being  able  to  turn 
to  a  controlling  board  of  directors  having  power  to  establish 
and  to  defend  the  more  important  policies  of  administration. 
This  failure  to  create  a  board  of  directors  with  power  compara- 
ble to  that  of  private  corporations  and  of  other  public  corpora- 
tions has  been  criticized  as  possibly  the  greatest  fundamental 
defect  of  organization  and  control  in  the  administration  of  the 
Inland  Waterways  Corporation. 

The  enormous  responsibility  imposed  upon  the  Secretary  of 
War,  his  duty  to  deal  with  numerous  details  of  management, 
and  the  failure  to  provide  a  controlling  agency  which  would  as- 
sist the  executive  head  as  well  as  relieve  the  Secretary  of  War, 

42 


OVERHEAD  CONTROL  43 

is  attributable  primarily  to  the  policy  and  attitude  adopted  by 
Secretary  of  War  Weeks  when  the  Inland  Waterways  Corpora- 
tion Act  was  before  a  committee  of  Congress.  Mr.  Weeks  op- 
posed the  adoption  of  a  policy  board  of  any  kind,  saying,  "I  do 
not  want  to  be  responsible  for  a  thing  that  I  cannot  direct." 
However,  Secretary  of  War  Weeks  did  compromise  to  the  ex- 
tent of  permitting  an  advisory  board  which  was  to  have  no  real 
power  of  directing  the  affairs  of  the  corporation.  In  the  light  of 
the  Inland  Waterways  Corporation's  experience  since  1924, 
and  in  view  of  the  indisputable  benefits  which  other  public  cor- 
porations have  derived  from  boards  of  directors,  it  is  now  ap- 
parent that  Mr.  Weeks  failed  to  adopt  a  sound  policy  of  admin- 
istration and  control  when  he  rejected  a  policy  board  and  in- 
sisted upon  a  direct  relation  between  the  Secretary  of  War  and 
the  executive  head  of  the  corporation. 

The  act  of  Congress  creating  the  Inland  Waterways  Cor- 
poration gave  the  Secretary  of  War  very  broad  and  complete 
powers  over  the  corporation.  The  preamble  to  the  1924  act 
makes  clear  the  sweeping  powers  which  Congress  intended  the 
Secretary  of  War  to  exercise.  "The  Secretary  of  War  shall  be 
deemed  to  be  the  incorporator,"  reads  the  act,  "and  shall  gov- 
ern and  direct  the  corporation  in  the  exercise  of  the  functions 
vested  in  it  by  this  Act."  There  then  follows  an  enumeration  of 
specific  powers  of  far-reaching  importance.  The  Advisory 
Board  is  merely  given  power  to  "make  recommendations"  and 
to  "advise."  On  the  other  hand,  the  Secretary  of  War  may,  ac- 
cording to  the  act,  "delegate  to  the  Chairman  any  of  the  func- 
tions vested  in  the  Secretary  by  this  Act." 

Two  positions  taken  by  Secretary  Weeks  in  1924  are  hard  to 
reconcile.  On  the  one  hand,  he  argued  that  the  Inland  Water- 
ways Corporation  was  not  a  proper  agency  to  be  controlled  by 
the  Secretary  of  War,  because  it  would  place  a  burden  upon  the 
War  Department  which  would  interfere  with  its  primary  func- 
tion. On  the  other  hand,  however,  he  made  the  relationship 
between  the  Secretary  of  War  and  the  executive  head  of  the 
corporation  so  close  that  the  very  thing  which  he  feared,  name- 


44  DEVELOPING  AMERICA'S  WATERWAYS 

ly,  the  preoccupation  of  the  Secretary  of  War  with  the  affairs 
of  the  Inland  Waterways  Corporation,  became  inevitable. 

It  is  the  contention  of  the  writer  that  the  supervision  and 
control  over  the  Inland  Waterways  Corporation  belong  in  the 
hands  of  the  Secretary  of  War  but  that  in  effecting  his  control 
the  Secretary  should  be  assisted  by  a  competent  board  of  di- 
rectors possessing  real  power  of  policy  formulation  and  en- 
forcement. 

In  his  testimony  before  the  Congressional  Committee  the 
Secretary  of  War  said  in  1924,  "This  service  should  not  be  con- 
ducted by  the  War  Department.  The  War  Department  is  not 
equipped  to  conduct  a  transportation  service My  judg- 
ment is  that  this  service  should  have  been  turned  over  to  the 
Department  of  Commerce  or  to  the  Shipping  Board."  How- 
ever, Mr.  Weeks  finally  compromised  on  the  position  that  the 
Secretary  of  War  would  assume  trusteeship  on  the  condition 
that  the  corporation's  relationship  to  the  Secretary  of  War 
would  be  discontinued  after  the  undertaking  had  been  estab- 
lished on  a  successful  basis. 

The  writer  believes  that  the  record  of  the  last  ten  years  shows 
beyond  peradventure  of  doubt  the  desirability  of  continuing 
the  Inland  Waterways  Corporation  under  the  supervision  and 
responsibility  of  the  Secretary  of  War.  In  the  first  place,  the 
Inland  Waterways  Corporation  is  not  conducted  by  the  War 
Department  (as  it  was  prior  to  1924) ;  it  is  in  fact — and  it  is  a 
very  significant  fact — controlled  by  the  Secretary  of  War  in  his 
official  capacity  as  a  member  of  the  Cabinet.  It  cannot  be 
said,  therefore,  that  the  Inland  Waterways  Corporation  is  run 
by  the  Army.  In  the  second  place,  it  is  believed  that  the  Inland 
Waterways  Corporation  should  fall  under  the  oversight  of  the 
Secretary  of  War  because  of  the  fact  that  the  improvement  of 
rivers  for  navigation  is  intrusted  to  agencies  over  which  the 
Secretary  of  War  also  has  jurisdiction.  In  the  third  place,  one 
of  the  purposes  of  improving  navigation  on  our  inland  water- 
ways is  as  a  defense  measure,  and  hence  the  Secretary's  juris- 
diction over  the  Inland  Waterways  Corporation  is  appropriate. 
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Finally,  it  is  believed  that  the  corporation  would  not  be  so  well 
off — that  is,  it  would  not  receive  as  much  encouragement — if  it 
were  turned  over  to  the  Department  of  Commerce  or  to  some 
other  department  or  independent  agency  of  the  government. 
It  is  a  well-known  fact  that  both  the  Department  of  Commerce 
and  the  United  States  Shipping  Board  have  throughout  most 
of  their  history  been  hostile  to  economic  activities  operated  by 
the  federal  government. 

It  is  not  suggested  that  by  the  establishment  of  a  board  of 
directors  which  would  really  function  the  Secretary  of  War 
should  be  relieved  of  all  immediate  surveillance  over  the  opera- 
tion of  the  corporation.  In  the  first  place,  he  should  be  a  mem- 
ber of  the  board  of  directors  of  the  Inland  Waterways  Corpora- 
tion and  would  speak  for  the  interests  of  the  United  States  gov- 
ernment. It  is  suggested  that  the  relation  of  the  Secretary  of 
War  to  the  board  of  the  Inland  Waterways  Corporation  should 
be  the  same  as  that  which  he  occupies  in  relation  to  the  board 
of  directors  of  the  Panama  Railroad  Company.1  In  addition 
to  the  Secretary's  membership  on  the  board  of  the  Inland 
Waterways  Corporation,  he  would  have  the  advantage  of  in- 
formation and  advice  which  would  be  supplied  by  his  Staff  As- 
sistant, just  as  at  present. 

The  relationship  between  the  public  corporation  and  the  fed- 
eral government  is  the  most  important  and  the  most  difficult 
question  arising  in  connection  with  the  success  or  failure  of 
government-owned  corporations.  Too  much  importance,  there- 
fore, cannot  be  attached  to  the  function  performed  by  the 
Secretary's  Staff  Assistant  because  of  his  responsibility  to  keep 
the  Secretary  informed,  to  make  inquiries,  to  recommend  pol- 
icies which  appear  necessary,  and  to  canvass  the  field  for  men 
who  would  make  desirable  members  of  the  boards  of  govern- 
ment-owned corporations.  The  investigations  and  activities  of 
the  Secretary's  assistant  should  be  encouraged  to  the  fullest 
extent  even  where  the  board  of  directors  functions  in  an  effec- 

1  Cf.  the  author's  monograph  entitled  Government-operated  Enterprises  in  the 
Panama  Canal  Zone,  pp.  42-45. 
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tive  manner,  but  it  is  believed  that  the  burden  falling  upon  the 
Secretary's  assistants  and  advisers  is  obviously  too  great  when 
there  is  a  direct  relationship  between  the  Secretary  and  the 
executive  head  of  the  organization. 

Under  the  existing  method  of  control  over  the  Inland  Water- 
ways Corporation,  the  Secretary  of  War  in  actual  practice 
must,  by  the  very  necessity  of  the  case,  bank  his  confidence  on 
the  judgment  and  ability  of  the  executive  head  of  the  organi- 
zation. According  to  the  act  of  1924,  as  has  been  said,  the  Sec- 
retary "may  delegate  to  the  Chairman  (who  is  also  president 
and  general  manager)  any  of  the  functions  vested  in  the  Secre- 
tary." Without  necessarily  being  uncomplimentary,  it  may  be 
said  that  the  administration  of  the  Inland  Waterways  Corpora- 
tion has  been  a  one-man  rule.  In  some  respects  this  situation  is 
undoubtedly  a  fortunate  one,  but  it  also  produces  objectionable 
results,  and  it  is  believed  that  the  advantages  which  actually 
ensue  can  be  achieved  within  a  system  which  provides  for  a 
policy  board  which  really  performs  its  proper  function.  Irre- 
spective of  how  satisfactory  the  existing  method  of  control  may 
possibly  have  been,  due  to  the  fortunate  selection  of  directing 
personnel,  it  is  obvious,  on  the  basis  of  the  corporation's  experi- 
ence and  on  the  record  of  other  similar  organizations,  that  the 
omission  of  a  controlling  board  of  directors  is  a  serious  fault  of 
organization  and  control  demanding  effective  rectification. 

THE  ADVISORY  BOARD 

In  the  hearings  before  the  Congressional  Committee  in  1924 
there  were  wide  differences  of  opinion  with  respect  to  the  mat- 
ter of  whether  or  not  there  should  be  an  advisory  board  at  all, 
or  if  so  what  its  function  should  be.  Those  who  at  that  time 
were  the  principal  witnesses  before  the  committee,  in  addition 
to  Secretary  Weeks  himself,  favored  an  advisory  board  with 
very  limited  powers.  Colonel  (now  General)  Ashburn  favored 
an  advisory  board  of  eleven  members.  Messrs.  Thomas  Cun- 
ningham and  Theodore  Brent,  who  had  been  interested  in  the 
undertaking  from  the  beginning  and  the  latter  of  whom  had 
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been  the  Federal  Manager  for  several  years,  also  favored  an 
advisory  board  with  circumscribed  powers.  The  particular 
type  of  board  which  was  actually  set  up  was  probably  attribut- 
able to  the  experience  and  suggestion  of  Mr.  Thomas  Cunning- 
ham, who  had  found  such  a  board  satisfactory  in  the  operation 
of  the  New  Orleans  Public  Railway  Commission.  Mr.  Cun- 
ningham stated  that  while  he  and  others  consulted  with  Colonel 
Ashburn  and  the  Secretary  of  War  when  there  was  not  an  ad- 
visory board,  they  felt  reluctant  to  urge  their  views,  since  they 
were  without  official  connection.  Finally,  Congress  incor- 
porated a  provision  in  the  act  which  provided  for  the  Advisory 
Board  of  six  members. 

Secretary  Weeks,  as  has  been  suggested,  was  strongly  op- 
posed to  the  establishment  of  a  board  of  any  kind.  In  setting 
forth  his  objections  to  a  board  before  the  Congressional  Com- 
mittee, Mr.  Weeks  said: 

Some  two  years  ago,  perhaps  longer,  several  men  interested  in  river 
navigation,  familiar  with  all  the  conditions  on  the  Mississippi,  came  to  me 
and  suggested  a  board  of  directors.  I  did  not  think  well  of  it.  I  do  not 
think  very  well  of  it  now,  either  in  the  form  of  a  board  of  directors  or  an 
advisory  board.  There  may  be  something  a  little  bit  selfish  about  that. 
The  Secretary  of  War  has  no  time  to  sit  down  and  discuss  things  in  the 
manner  that  is  done  by  a  corporation  which  has  an  executive  officer  and  a 
board  of  directors.  This  is  only  one  of  a  hundred  things  that  is  under  the 
jurisdiction  of  the  War  Department,  and  there  must  be  mandatory  au- 
thority in  the  Secretary  of  War  to  enable  him  to,  even  in  a  reasonable  de- 
gree, perform  the  duties  of  his  office I  have  no  doubt  that  excellent 

men  can  be  found;  I  have  no  doubt  that  their  advice  may  be  good,  but 
their  advice  would  be  taken  just  the  same  if  it  were  offered  now,  as  it 
would  be  if  they  were  a  legally  constituted  advisory  board.  Yet  I  am  not 
going  to  make  any  strenuous  opposition  to  it,  but  if  the  War  Department 
is  to  be  responsible  for  the  conduct  of  this  service,  the  Secretary  of  War 
must  be  the  final  authority,  in  my  opinion.  I  do  not  want  to  be  responsi- 
ble for  a  thing  that  I  cannot  direct.2 

Experience  has  proved  that  the  Secretary  of  War  has  no  time  to 
decide   administrative  matters   connected   with   the   Inland 

2  Hearings  before  the  Committee  on  Interstate  and  Foreign  Commerce,  House  of 
Representatives  (68th  Cong.,  1st  sess.),  on  H.R.  6647,  "A  Bill  To  Create  the  In- 
land Waterways  Corporation,"  p.  30. 
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Waterways  Corporation  and  that  he  should  not  be  expected  to 
withdraw  his  attention  from  his  larger  duties;  but  the  remain- 
der of  the  argument  advanced  by  Secretary  Weeks  has  proved 
very  untenable.  A  board  of  directors,  rather  than  adding  to  his 
burden,  relieves  the  Secretary  of  details;  it  gives  him  assurance 
that  his  responsibility  is  being  adequately  fulfilled  without  the 
necessity  of  his  attempting  to  maintain  sufficient  personal  over- 
sight himself. 

In  the  course  of  the  present  survey  the  writer  has  interviewed 
two  of  the  witnesses,  Messrs.  Cunningham  and  Brent,  who 
originally  suggested  and  argued  for  an  advisory  board  in  its 
present  form.  Both  of  these  gentlemen  now  say  that  the  Ad- 
visory Board  has  not  fulfilled  their  expectations,  that  they  are 
thoroughly  dissatisfied  with  it,  and  that  they  favor  the  estab- 
lishment of  a  board  which  would  have  powers  comparable  to 
those  of  the  Board  of  Directors  of  the  Panama  Railroad  Com- 
pany. The  writer  is  in  agreement  with  this  analysis  and  pre- 
scription and  believes  that  such  a  recommendation  is  one  of  the 
most  important  and  fundamental  changes  required  by  the  In- 
land Waterways  Corporation. 

Several  criticisms  of  the  Advisory  Board's  record  are  fre- 
quently voiced.  In  the  first  place,  the  ability  and  interest  of 
some  of  those  who  have  been  appointed  are  seriously  ques- 
tioned. These  criticisms  are  undoubtedly  just,  but  it  must  be 
remembered  that  the  best  men  available  cannot  be  secured  for 
work  which  is  merely  advisory,  and  which  carries  with  it  no 
assurance  of  having  the  recommendations  followed.  The  Ad- 
visory Board  is  criticized  because  selections  in  accordance  with 
the  act  have  been  on  the  basis  of  regional  representation,  lead- 
ing to  a  clash  in  the  Advisory  Board  between,  let  us  say,  the 
upper  and  the  lower  river  groups  or  the  partisans  of  Chicago 
and  St.  Louis  in  their  commercial  rivalry.  In  other  words,  the 
very  wording  of  the  act  has  encouraged  the  selection  of  men 
to  represent  geographical  interests  rather  than  the  best  inter- 
ests of  the  corporation  as  a  whole.  In  the  third  place,  it  is  al- 
leged that  the  Advisory  Board  has  for  the  most  part  merely 
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acted  as  a  rubber  stamp ;  that  it  has  not  initiated  inquiries  and 
new  policies — that,  in  fact,  it  has  felt  it  had  no  authority  to  do 
so.  Under  the  circumscribed  authority  given  the  Advisory 
Board  such  a  result  is  inevitable.  Again,  it  is  stated  that  when, 
on  rare  occasions,  the  Advisory  Board  is  strongly  opposed  to  a 
certain  policy  of  management,  its  recommendations  have  no 
chance  of  prevailing  against  the  opposition  of  the  Chairman- 
President  and  the  Governor-Secretary  of  War.  Under  such  cir- 
cumstances men  of  independent  judgment  naturally  find  it 
useless  to  remain  on  the  board. 

In  order  to  obtain  an  analysis  of  the  Advisory  Board's  func- 
tions and  its  growing  or  waning  influence,  the  writer  read  and 
digested  the  official  minutes  of  the  board.  The  general  conclu- 
sions derived  therefrom  were  as  follows:  In  the  first  place, 
the  meetings  of  the  board  have  grown  progressively  shorter 
in  recent  years  and  fewer  and  fewer  matters  have  been  con- 
sidered by  it.  The  amount  of  time  and  attention  devoted  to 
the  affairs  of  the  Inland  Waterways  Corporation  by  the  Ad- 
visory Board  has  diminished  progressively  during  the  ten-year 
period  of  its  existence.  In  the  second  place,  members  of  the 
board  have  not  questioned  or  opposed  the  President  on  many 
occasions,  and  in  only  one  case  has  the  board  gone  counter 
to  the  President  on  a  matter  of  major  policy.  This  was  in  the 
matter  of  extending  the  service  to  the  upper  Mississippi.  In 
the  third  place,  members  of  the  board  who  advocated  funda- 
mental changes  in  administration  have  found  their  proposals 
greeted  coldly  and  have  retired  from  the  board.  Reference  here 
is  made  to  Messrs.  Sanders  and  Halliday,  who,  at  meetings  of 
the  board  in  1928,  proposed  the  establishment  of  the  office  of 
General  Manager  and  urged  the  Secretary  of  War  to  institute 
at  once  a  "full  investigation  of  all  operating  practice."  Neither 
proposal  gained  acceptance.  Halliday  resigned  in  1929.  Sanders 
was  not  reappointed  when  his  term  expired. 

Most  members  have  been  docile  and  lacking  in  initiative  in 
the  discussions  of  matters  pertaining  to  their  duties.  The  min- 
utes of  April  2,  1 93 1,  are  illuminating.  The  meeting  lasted  one 
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hour.  The  Secretary-Treasurer  gave  a  financial  statement. 
Then 

the  Chairman  discussed  with  the  board  operating  conditions  and  gave  an 
account  of  his  actions  since  the  last  meeting  with  reference  to  meeting  and 
combating  the  widespread  propaganda  circulated  by  opponents  of  water 
transportation.  Members  of  the  board  reported  the  favorable  reaction 
and  comment  resulting  from  recent  speeches  and  newspaper  articles  of  the 
Chairman,  and  expressed  the  opinion  that  the  people  of  the  country  were 
beginning  to  realize  and  appreciate  the  importance  of  the  corporation's 
activities. 

This  constituted  the  business  of  the  meeting. 

According  to  the  minutes,  the  Advisory  Board  was  in  session 
eight  hours  during  1930,  thirteen  hours  during  193 1  (cotton- 
rates  suspension),  eight  hours  during  1932,  and  five  hours  dur- 
ing 1933.  The  minutes  for  1924  and  1925  consumed  thirty-four 
pages;  those  for  1932  and  1933  consumed  only  nine  pages. 

A  board  of  directors  with  real  power  to  make  and  control 
policy  and  administration  is  the  sine  qua  non  of  successful  gov- 
ernment-owned corporations.  It  does  not  make  a  great  deal  of 
difference  whether  this  board  is  called  the  Board  of  Directors, 
the  Board  of  Trustees,  the  Executory  Board,  or  something  else. 
A  group  of  men  possessing  business  and  transportation  experi- 
ence, having  sound  ideas  regarding  organization  and  manage- 
ment, thoroughly  devoted  and  trustworthy,  and  doing  every- 
thing possible  to  improve  the  prestige  and  success  of  the  under- 
taking, is  the  foundation  upon  which  successful  administration 
must  be  built.  In  an  enterprise  which  involves  so  many  con- 
troversial issues  as  does  the  Inland  Waterways  Corporation, 
which  is  under  almost  constant  attack  from  competing  inter- 
ests, which  operates  extensive  transportation  facilities  and  con- 
ducts important  business  affairs,  an  effective  directing  board  is 
particularly  necessary.  It  is  a  well-known  saying  that  several 
heads  are  better  than  one.  This  saying  is  not  always  true,  but 
it  does  appear  to  be  applicable  to  the  control  and  operation  of 
the  Inland  Waterways  Corporation.  No  one  man,  no  matter 
how  great  his  genius  or  capacity,  can  be  expected  to  conduct  an 
undertaking  of  the  dimensions  and  complexity  of  the  Inland 
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Waterways  Corporation  and  be  infallible  so  far  as  his  relations 
with  outside  agencies  are  concerned  and  thoroughly  effective 
so  far  as  his  responsibilities  for  management  and  direction  are 
concerned. 

One  of  the  greatest  advantages  of  creating  a  responsible  di- 
recting force  is  that  the  Chairman-President,  the  executive  of 
the  organization,  would  not  have  to  stand  alone  before  the 
Secretary  of  War  and  the  world  in  justifying  his  policies  and  ac- 
tions. Being  the  head  of  the  Inland  Waterways  Corporation  is 
too  big  a  job  for  any  man,  when,  in  addition  to  operating  the 
undertaking  successfully,  he  is  called  upon  to  defend  and  justify 
his  every  action.  A  board  of  directors  which  really  functions  is 
a  necessary  buffer  between  the  executive  head  of  the  organiza- 
tion, on  the  one  hand,  and  the  Secretary  of  War  and  the  public, 
on  the  other.  Hence,  an  effective  board  is  not  only  greatly 
needed  by  the  Secretary  of  War,  but  it  is  even  more  indispensa- 
ble as  a  shield  and  support  for  the  managing  head  of  the  cor- 
poration. 

There  can  be  no  question  that  the  administration  of  the  In- 
land Waterways  Corporation  has  suffered  because  of  the  fact 
that  its  head  has  had  to  devote  so  much  of  his  time  to  answer- 
ing criticisms  and  attacks  upon  the  corporation.  It  is  believed 
that  if  the  proper  kind  of  a  board  of  directors  had  been  in  ex- 
istence the  executive  head  of  the  undertaking  would  have  been 
spared  a  large  part  of  this  time-consuming  and  upsetting  experi- 
ence. Because  of  the  inescapable  duty  of  defending  the  corpora- 
tion, the  Chairman-President  has  had  his  attention  withdrawn 
from  the  responsibility  which  would  normally  be  his  only  one, 
namely,  to  manage  the  corporation  as  successfully  as  possible. 
Because  of  the  necessity  of  assuming  the  single-handed  task  of 
justifying  the  corporation  before  governmental  and  private 
agencies,  the  executive  head  of  the  corporation  has  not  been 
able  to  keep  in  touch  with  the  details  of  the  administration  as' 
adequately  as  he  probably  would  have  been  able  to  do  other- 
wise. 

The  effective  co-ordination  of  the  various  departments  of  the 
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administration  has  suffered,  due  in  some  part  at  least  to  this 
reason,  and  the  qualities  of  the  political  fighter  rather  than 
those  of  the  even-tempered  administrator  who  concentrates  his 
attention  on  running  the  business  have  naturally  been  encour- 
aged. Under  the  existing  method  of  control  such  a  result  was 
inevitable.  It  is  believed  that  the  improvement  of  the  adminis- 
tration of  the  Inland  Waterways  Corporation  depends  in  a  very 
large  part  upon  the  establishment  of  a  method  of  control  and 
organization  which  will  make  it  possible  for  the  general  man- 
ager to  devote  his  entire  attention  to  the  actual  conduct  of  the 
enterprise  relatively  unmolested  and  undisturbed  by  the  con- 
stant attacks  and  intrigues  which  aim  at  the  decapitation  or 
crippling  of  the  Inland  Waterways  Corporation.  Such  a  set-up 
is  thought  not  to  be  beyond  the  realm  of  actual  accomplish- 
ment. Its  realization  will  depend  in  principal  part  upon  the 
establishment  of  an  effective  directing  board,  which  would 
serve  as  a  link  of  delegated  authority  between  the  Secretary  of 
War  and  as  a  buffer  shielding  and  supporting  the  activities  of 
the  management. 

THE  PROPOSED  EXECUTORY  BOARD 

If  the  writer's  construction  of  the  1924  and  1928  legislation 
be  correct,  the  Secretary  of  War  is  not  obliged  to  continue  the 
existing  set-up  and  method  of  control  over  the  corporation. 
Under  his  broad  powers  to  conduct  the  affairs  of  the  Inland 
Waterways  Corporation,  and  under  his  expressed  powers  "to 
govern  and  direct  the  corporation  in  the  exercise  of  the  func- 
tions vested  in  it,"  the  Secretary  of  War  is  in  a  legal  and  ad- 
ministrative position  which  enables  him  to  establish  a  directing 
board  with  a  title  and  functions  appropriate  to  the  performance 
of  the  responsibilities  intrusted  to  the  Secretary  by  Congress. 

Inasmuch  as  the  Advisory  Board  was  provided  for  in  the  In- 
land Waterways  Corporation  Act  of  1924,  however,  it  could  not 
be  abolished  without  the  authorization  of  Congress.  As  soon  as 
the  time  appears  propitious,  it  is  believed  that  the  Secretary 
of  War  should  ask  Congress  to  abolish  the  Advisory  Board  and 
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to  provide  for  a  real  board  of  directors.  Because  of  the  unsatis- 
factory connotations  of  the  present  name  of  the  Advisory- 
Board  and  its  record  of  limited  functions  and  influence,  it 
seems  clear  that  there  is  no  use  attempting  to  add  to  its  powers. 
What  is  needed  is  a  board  of  directors  that  will  deal  effectively 
with  administration,  in  addition  to  the  formulation  of  policy. 
The  necessity  of  having  such  a  board  is  so  great  that,  in  case  it 
seems  unwise  to  ask  Congress  for  amendatory  legislation  at  the 
present  time,  an  Executory  Board  should  be  created  by  the 
Secretary  of  War.  The  Advisory  Board  could  then  be  contin- 
ued in  accordance  with  the  law  of  Congress.  The  Executory 
Board  would  concentrate  its  attention  upon  the  business  and 
managerial  aspects  of  the  undertaking,  while  the  Advisory 
Board  would  be  concerned  with  waterway  policy  and  the  voic- 
ing of  regional  complaints  and  interests — the  purpose  which  it 
has  served  in  reality  in  the  past. 

The  establishment  of  an  Executory  Board  would  not  mean 
the  introduction  of  an  outside  agency  not  contemplated  by  the 
act  of  Congress.  The  Executory  Board  would  be  a  means  of  in- 
strumenting the  Secretary  of  War's  complete  responsibility  for 
the  conduct  of  the  Inland  Waterways  Corporation.  Such  an  ac- 
tion is  clearly  within  the  Secretary's  discretion.  The  act  makes 
the  Secretary  of  War  the  corporation ;  he  is  its  " Governor,"  and 
the  balance  of  the  administration  depends  upon  his  will.  The 
creation  of  an  Executory  Board  is  a  matter  of  administrative 
practice.  Until  such  time  as  Congress  provides  for  a  board  of 
directors,  the  Executory  Board  would  be  based  upon  adminis- 
trative practice  and  would  build  up  a  tradition  and  influence  of 
its  own  in  the  administration  of  the  Inland  Waterways  Cor- 
poration under  the  supervision  of  the  Secretary  of  War. 

The  existence  of  two  boards  is  objectionable  as  a  permanent 
solution,  because  it  is  contrary  to  sound  administrative  experi- 
ence and  practice.  However,  this  proposal  is  looked  upon  mere- 
ly as  a  transition  measure  pending  the  authorization  by  Con- 
gress of  the  establishment  of  a  board  of  directors  and  the  dis- 
continuance of  the  Advisory  Board. 


54  DEVELOPING  AMERICA'S  WATERWAYS 

The  most  important  reference  to  the  role  of  the  Advisory 
Board  in  the  act  of  1924  is  found  in  the  words,  "The  Board 
shall  consider  matters  submitted  to  it  by  the  Secretary  of  War 
and  make  recommendations  thereon  and  from  time  to  time  ad- 
vise him  and  make  recommendations  in  respect  of  the  manage- 
ment and  operation  of  existing  facilities  for  the  development 
and  operation  of  new  lines."  It  was  the  clear  intention  of  this 
wording  to  restrict  the  functions  of  the  Advisory  Board  to  that 
of  advice  and  to  withhold  from  it  any  exercise  of  final  authority 
or  real  power,  and  this  is  the  manner  in  which  the  arrangement 
was  worked  out  in  practice. 

Under  a  system  wherein  the  Executory  Board  would  actually 
perform  the  duties  of  a  board  of  directors,  the  Secretary  would 
still  bear  that  responsibility  which  Congress  intrusted  to  him, 
but  he  would  delegate  the  discharge  of  that  responsibility  very 
largely  to  the  Executory  Board.  The  wording  of  the  act  itself 
relative  to  the  powers  of  the  Advisory  Board  refers  to  "recom- 
mendations in  respect  of  the  management  and  operation  of  ex- 
isting facilities."  This  wording  has  never  received  emphasis, 
but  there  is  no  legal  or  practical  reason  why  its  essential  mean- 
ing should  not  be  stressed,  or  why  the  proposed  Executory 
Board  of  the  Inland  Waterways  Corporation  should  not  be 
given  powers  comparable  to  those  of  the  board  of  directors  of 
the  Panama  Railroad  Company  in  order  to  achieve  this  ob- 
jective. 

If  there  should  be  a  general  reconsideration  by  Congress  of 
the  policies  relative  to  the  Inland  Waterways  Corporation,  the 
Denison  Act,  and  competition  between  various  forms  of  trans- 
portation (as  it  appears  there  will  be  in  the  next  session  of  Con- 
gress) ,  it  would  be  wise  policy  to  amend  section  4  of  the  act  of 
1924  and  to  provide  expressly  for  a  board  of  directors  having 
duties  corresponding  to  those  of  the  board  of  directors  of  the 
Panama  Railroad  Company  and  of  other  government-owned 
corporations.  There  is  a  great  deal  to  recommend  such  a  course 
of  action  because,  although  the  given  administration  may  favor 
the  best  possible  method  of  administering  the  Inland  Water- 
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ways  Corporation,  experience  proves  that  other  administra- 
tions are  not  similarly  interested.  Hence,  if  the  act  of  Congress 
were  to  make  unequivocal  provision  for  the  best  methods  of 
control  and  organization  which  we  know  about  today,  the  fu- 
ture of  the  Inland  Waterways  Corporation  would  be  materially 
strengthened. 

A  policy  board  which  really  functioned  as  a  board  of  direc- 
tors would  perform  certain  definite  functions  which  are  fulfilled 
only  in  part  by  the  board  today.  In  the  first  place,  the  board 
would  have  a  great  deal  of  oversight  and  trusteeship  with  re- 
gard to  the  financial  practices,  earnings,  economies,  and  invest- 
ments of  the  corporation.  Judging  from  the  experience  of  the 
Panama  Railroad  Company,  the  financial  administration  is  one 
of  the  respects  in  which  an  efficient  board  of  directors  can  be  of 
most  value  to  the  government-owned  corporation.  Directors 
possessing  business  and  financial  experience  bring  to  their  work 
criticisms  and  suggestions  which  are  designed  to  keep  the  pub- 
lic corporation  apprised  of  the  most  salutary  practices  em- 
ployed by  private  undertakings.  Members  of  the  board  will  in- 
sist that  the  public  corporation  maintain  its  profit-and-loss  ac- 
counts in  strict  accord  with  commercial  practice.  Another 
great  advantage  from  the  financial  standpoint  is  that  the  board 
of  directors  or  committee  therefrom  can  assume  the  responsi- 
bility for  safeguarding  and  investing  the  securities  of  the  cor- 
poration ;  anyone  looking  into  the  investments  of  the  corpora- 
tion would  undoubtedly  conclude  that  the  advice  of  experi- 
enced business  and  financial  leaders  would  clearly  have  im- 
proved the  investment  record  of  the  Inland  Waterways  Cor- 
poration. Reference  is  made  here,  for  example,  to  the  large 
sums  which  have  been  left  on  deposit  at  low  rates  of  interest, 
either  for  a  revolving  fund  used  in  operations  (in  amounts 
which  appear  clearly  to  be  too  large)  or  in  savings  banks  paying 
a  low  rate  of  interest  when  government  bonds  would  have  been 
more  secure  and  would  have  yielded  a  higher  rate  of  interest. 

An  effective  board  would  also  assist  the  management  in  the 
selection  and  promotion  of  personnel  and  would  act  as  a  buffer 
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against  attempts  to  invade  the  corporation  either  by  patronage 
or  by  nepotism.  Generally  speaking,  the  Inland  Waterways 
Corporation  has  not  suffered  greatly  from  either  one  of  these 
vitiating  factors.  Political  appointees  who  have  been  forced 
into  the  administration  have  usually  been  weeded  out  after  a 
fairly  short  period  of  time,  but  their  original  appointment 
should  have  been  prevented  because  of  the  surveillance  and 
control  of  the  directing  board.  If  it  were  necessary,  as  it  should 
be,  for  appointments  to  higher  administrative  posts  to  be  acted 
upon  and  approved  by  the  board,  it  would  be  possible  to  pre- 
vent the  appointment  of  persons  favored  for  political  reasons 
by  the  Secretary  of  War  or  by  someone  connected  with  the 
administration  of  the  corporation.  The  importance  of  the 
check  against  patronage  and  nepotism,  supplied  by  the  board 
of  directors,  cannot  easily  be  exaggerated.  It  is  obvious  to  any- 
one who  has  given  serious  attention  to  the  prospect  of  govern- 
ment-owned corporations  that  one  of  the  most  crucial  ques- 
tions is  the  possibility  of  keeping  them  free  from  political  ap- 
pointments. The  only  ample  safeguard  is  an  independent  and 
courageous  board  of  trustees. 

The  board  of  laymen  chosen  from  industrial  and  commercial 
walks  of  life  may  also  be  relied  upon  to  improve  the  traffic  de- 
velopment and  general  aggressiveness  and  effectiveness  of  the 
business.  One  of  the  principal  criticisms  which  is  brought 
against  government-owned  corporations  is  that  they  fail  to  put 
men  at  the  head  of  the  organization  who  are  aggressive  busi- 
ness-getters. There  is  some  justification  for  this  charge,  but  the 
failure  to  emphasize  business  acumen  is  by  no  means  inherent 
and  inescapable.  However,  since  it  is  necessary  for  the  govern- 
ment to  choose  men  primarily  because  they  are  honest  and  reli- 
able rather  than  because  they  are  clever  and  brilliant,  it  be- 
comes necessary  to  "pep  up"  the  administration  by  bringing  in 
business  leaders  who  have  developed  aggressiveness  and  acu- 
men as  a  result  of  their  own  successes. 

If  this  consideration  had  been  kept  in  mind,  it  is  believed 
that  the  traffic  department  of  the  Inland  Waterways  Corpora- 
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tion  would  not  be  characterized  along  the  river  today  as  the 
weakest  part  of  the  corporation's  organization.  The  business 
solicitation  function  is  the  first  matter  that  a  hard-headed 
board  of  intelligent  trustees  would  inquire  into.  Similarly,  a 
really  effective  board  would  devote  a  good  deal  of  attention  to 
the  purchasing  operations  of  the  corporation  and  would  deter- 
mine whether  this  part  of  the  undertaking's  administration  was 
being  operated  as  efficiently  as  possible.  This  is  the  normal  be- 
havior of  the  man  who  has  to  keep  down  costs  and  overhead  for 
his  business  if  it  is  to  show  a  profit.  Here  again,  judging  from 
the  record  of  the  Inland  Waterways  Corporation,  the  failure  of 
the  board  to  delve  into  this  matter  appears  as  a  result  of  the  in- 
vestigation with  unmistakable  clarity. 

It  is  not  our  purpose  in  this  discussion  of  the  possible  and 
important  functions  of  a  directing  board  to  call  attention  to  all 
of  the  duties  and  services  performed  by  an  efficient  policy  for- 
mulating and  controlling  agency.  Suffice  it  to  say  that  a  good 
board  with  real  independence  and  power  brings  to  the  attention 
of  the  responsible  head  of  the  department  and  of  the  managing 
officials  all  of  the  criticisms  and  constructive  suggestions  which 
occur  to  individual  members.  This  constant  surveillance  and 
interest  have  the  effect  of  keeping  the  management  on  its  toes 
and  of  encouraging  the  executive  head  to  be  on  the  lookout  for 
more  progressive  and  effective  methods  of  administration. 
Such  a  board,  as  we  have  already  said,  acts  as  a  buffer  to  hos- 
tile attacks  and  outside  criticisms,  thereby  relieving  the  operat- 
ing head  of  the  distraction  and  emotional  upsets  which  detract 
from  his  managerial  ability. 

As  a  matter  of  fact,  it  may  be  said  without  any  question  of 
doubt  that  the  very  knowledge  that  a  competent  and  responsi- 
ble board  exists  goes  a  long  way  toward  discouraging  selfishly 
inspired  or  irresponsible  attacks  upon  the  corporation.  The 
presence  on  the  board  of  men  who  are  known  to  possess  ability 
and  real  responsibility  builds  up  the  confidence  of  the  shippers 
and  of  the  community  generally.  The  presence  of  a  first-rate 
board  as  a  means  of  inspiring  confidence,  gaining  good-will,  and 


58  DEVELOPING  AMERICA'S  WATERWAYS 

attracting  business  is  one  of  the  strongest  arguments  in  favor  of 
immediately  supplying  the  missing  link  in  the  control  and  or- 
ganization of  the  Inland  Waterways  Corporation. 

The  Executory  Board,  or  the  board  of  directors,  as  the  case 
may  be,  should  not  be  too  large.  A  board  of  about  seven  mem- 
bers would  constitute  a  desirable  number  for  the  controlling 
body  of  the  Inland  Waterways  Corporation.  Moreover,  em- 
phasis upon  sectionalism  should  be  avoided  so  far  as  possible. 
In  providing  for  the  Advisory  Board,  Congress  stipulated  that 
board  members  should  be  selected  from  territory  adjacent  to 
the  operations  of  the  corporation.  The  purpose  of  this  provi- 
sion was  to  insure  the  selection  of  men  who  understood  and 
were  in  sympathy  with  the  program  of  the  Inland  Waterways 
Corporation.  It  was  also  intended  as  a  means  of  fairly  repre- 
senting the  interests  of  the  principal  cities  and  sections  con- 
tiguous to  the  Mississippi  waterway  system.  Needless  to  say, 
these  general  considerations  should  be  kept  clearly  in  mind  at 
all  times.  On  the  other  hand,  it  is  strongly  urged  that  in  ap- 
pointments to  the  Executory  Board  or  the  board  of  directors, 
the  Secretary  make  it  clear  in  conversations  or  in  correspond- 
ence with  prospective  members  that  the  selection  is  inspired 
primarily  by  the  belief  that  the  future  member  will  be  actuated 
by  the  larger  interests  of  the  corporation  and  by  the  welfare 
of  the  country,  and  that  when  local  or  sectional  interests  con- 
flict with  his  higher  duty  he  will  conscientiously  attempt  to 
subordinate  the  latter.  The  importance  of  fostering  this  atti- 
tude and  of  securing  men  who  are  capable  of  public-spirited  ac- 
tion cannot  be  stressed  too  strongly.  This  point  of  view  should 
always  be  kept  dominant  and  vocal  in  the  deliberations  of  the 
directing  board.  If  the  same  amount  of  care  which  goes  into 
the  selection  of  members  of  the  board  of  directors  of  the  Pana- 
ma Railroad  Company  is  devoted  to  selections  for  the  proposed 
board  of  the  Inland  Waterways  Corporation,  such  a  result 
should  be  forthcoming. 

Some  of  the  qualities  which  should  be  sought  in  the  selection 
of  board  members  may  be  mentioned.  In  the  first  place,  trus- 
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tees  should  be  found  who  have  demonstrated  their  attachment 
to  the  public  interest  and  to  the  national  welfare  and  their  abil- 
ity to  rise  above  selfish  and  sectional  interest.  Members  of  the 
board  should  possess  knowledge  and  experience  of  transporta- 
tion and  business  undertakings,  and  it  is  particularly  important 
that  they  should  be  men  of  sound  judgment.  Then,  too,  it  is 
desirable  that  those  chosen  should  possess  practical  experience 
and  also  a  variety  of  experience  which  would  provide  fresh 
points  of  view  for  the  undertaking.  Board  members  should  be 
men  of  independence  and  courage — men  who  will  fight  to  the 
last  ditch  for  what  they  consider  right,  irrespective  of  how 
much  pressure  is  thrown  against  them.  Finally,  the  ability  of 
the  individual  member  to  co-operate  and  to  subordinate  his 
own  theories  and  pride  should  be  given  due  weight.  Successful 
business  men  are  to  be  found  who  have  all  or  most  of  the  quali- 
fications which  have  been  mentioned  but  who,  because  of  the 
dictatorial  positions  which  they  occupy  in  their  own  organiza- 
tions, are  unfitted  as  members  of  a  body  requiring  compromise 
and  good-will. 

In  summary,  it  may  be  said  that  the  principal  arguments  in 
favor  of  creating  an  Executory  Board  with  powers  comparable 
to  those  of  the  board  of  directors  of  a  private  corporation  are 
four  in  number.  In  the  first  place,  the  creation  of  an  effective 
board  would  relieve  the  Secretary  of  War  of  a  great  deal  of  re- 
sponsibility and  give  him  greater  assurance  of  fulfilling  ade- 
quately his  stewardship  to  the  United  States  government.  In 
the  second  place,  the  board  would  strengthen  and  assist  the 
executive  head  of  the  organization  because  it  would  act  as  a 
buffer  for  criticism,  would  give  him  practical  assistance  in  con- 
ducting the  service,  and  would  provide  greater  assurance  of  ad- 
hering to  policies  which  he  knows  to  be  necessary  and  sound. 
In  the  third  place,  the  entry  of  the  members  of  the  board  into 
closer  touch  with  the  actual  administration  of  the  undertaking 
and  their  action  upon  the  most  important  policies  and  matters 
of  administration  would  be  designed  to  strengthen  the  organi- 
zation all  along  the  line  and  to  improve  its  efficiency  and  ag- 
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gressiveness.  Finally,  the  board  would  bring  to  the  affairs  of 
the  corporation  fresh  points  of  view,  needed  criticisms  of  meth- 
ods of  organization  and  of  doing  business  and  suggestions  con- 
cerning improvements  which  might  be  made.  If  the  establish- 
ment of  a  policy  board  possessing  the  powers  which  have  been 
mentioned  above  requires  the  action  of  Congress,  this  step 
should  be  taken  because  the  assurance  of  a  competent  and  re- 
sponsible board  of  directors  is  the  greatest  single  reform  which 
is  needed  in  gaining  the  maximum  efficiency  and  advantage 
from  public  corporations. 

THE  PRESIDENT  OF  THE  BOARD  AND  THE  GENERAL  MANAGER 

Another  important  change  in  overhead  control  and  in  or- 
ganization which  appears  to  be  necessary  is  the  separation  of 
the  functions  of  the  president  of  the  board  and  of  the  duties  of 
the  general  manager,  both  of  which  are  combined  at  the  pres- 
ent time  in  the  same  person.  The  division  of  responsibility 
which  has  been  recommended  is  the  one  which  was  in  effect 
during  the  period  in  which  the  Inland  and  Coastwise  Water- 
ways Service  was  in  operation  prior  to  the  creation  of  the  In- 
land Waterways  Corporation  in  1924.  Moreover,  this  is  the 
division  of  responsibility  which  is  almost  uniformly  found  in 
industrial  and  in  business  organizations,  and  there  is  a  great 
deal  to  commend  it.  The  principal  arguments  in  favor  of  reor- 
ganizing the  overhead  administration  in  order  to  provide  for  an 
executive  head  who  would  be  entitled  President  of  the  Board  of 
Directors,  and  an  operating  head  who  would  be  entitled  Gen- 
eral Manager,  are  that  there  is  work  enough  for  both  men  to 
do;  the  work  which  each  would  do  is  of  a  different  character; 
and,  by  greater  specialization,  increased  efficiency  and  greater 
success  could  be  expected. 

The  president  of  the  board  would  continue  to  be  chosen  from 
the  War  Department.  He  should  be  a  man  who  has  distin- 
guished himself  because  of  his  business  and  executive  ability 
and  because  of  his  effectiveness  in  dealing  with  the  public.  He 
should  give  his  full  time  to  operations  and  should  be  relieved, 
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as  the  Chairman-President  is  at  present,  of  the  impermanence 
which  results  from  tours  of  duty.  He  would  be  expected  to  pre- 
side over  the  meetings  of  the  board  of  directors,  divide  his  time 
between  the  Washington  office  and  the  general  office  located  on 
the  line,  and  act  upon  any  questions  of  general  importance  re- 
lating to  the  Secretary  of  War,  Congress,  or  outside  agencies 
and  interests.  The  occupant  of  this  office  should  be  a  man  who 
could  see  the  necessity  of  keeping  his  hands  off  the  detailed 
management,  who  would  regard  it  as  his  role  to  represent  the 
Secretary  of  War  and  the  government  generally,  and  who  would 
possess  the  qualities  of  a  tactician  and  a  fighter  so  far  as  his  re- 
lations outside  of  the  organization  were  concerned.  It  will  be 
admitted  that  the  number  of  persons  possessing  these  qualities 
is  relatively  few.  The  desirability  of  dividing  the  responsibility 
for  general  oversight  and  official  relationships,  on  the  one  hand, 
and  detailed  management,  on  the  other  hand,  are  so  great  that 
the  advantages  are  worth  the  effort  and  chance  which  are  in- 
volved. 

The  general  manager,  under  the  proposed  set-up  and  rela- 
tionship, would  be  free  to  devote  his  entire  attention  to  the  co- 
ordination, operation,  and  improvement  of  the  corporation's 
business.  The  general  manager  cannot  produce  the  best  re- 
sults when  he  is  forced  to  devote  more  than  half  of  his  time  (as 
the  President  says  he  does  at  present)  to  governmental  rela- 
tions and  controversial  issues.  Moreover,  the  general  manager 
should  be  one  who  has  been  brought  up  in  the  school  of  busi- 
ness, who  is  thoroughly  trained  in  aggressiveness  and  the 
money-making  technique  of  the  commercial  community,  and 
who  possesses  the  necessary  knowledge,  experience,  and  abil- 
ity to  co-ordinate  the  several  departments  of  the  undertaking 
and  to  put  the  emphasis  on  the  solicitation  and  capturing  of 
business  in  competition  with  other  forms  of  transportation.  It 
is  needless  to  expect  to  find  men  who  possess  all  of  these  quali- 
fications in  the  United  States  Army.  Officers  there  undoubted- 
ly are  who  have  the  requisite  native  ability,  but  the  nature  of 
their  service  precludes  the  possibility  of  their  acquiring  the  ex- 
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perience  and  acumen  that  are  necessary  in  the  successful  man- 
ager. 

After  these  two  men  have  been  selected — one  of  them  an 
Army  officer  who  will  be  the  executive  and  the  official  head  and 
the  other  a  civilian  who  will  be  the  general  manager  and  the  ad- 
ministrative head — it  is  the  duty  of  the  Executory  Board  (or 
the  board  of  directors)  and  of  the  Secretary  of  War  to  see  to  it 
that  the  proper  division  of  responsibility  between  the  two  high- 
est officials  is  maintained.  If  their  intention  is  made  clear,  it  is 
thought  that  relationships  between  the  president  of  the  board 
and  the  general  manager  can  be  made  congenial  and  comple- 
mentary. 

With  the  creation  of  a  policy-formulating  and  policy-con- 
trolling board  which  actually  functions,  with  continued  execu- 
tive assistance  within  the  Secretary  of  War's  own  office  in  mat- 
ters pertaining  to  the  Inland  Waterways  Corporation,  with  the 
separation  of  the  office  of  the  president  of  the  board  of  directors 
from  administrative  management,  and  with  his  serving  as  the 
agent  of  the  Secretary  of  War  and  as  the  representative  of  the 
corporation  in  outside  dealings,  and  finally  with  the  release  of 
the  general  manager  from  time-consuming  and  controversial 
matters  lying  outside  the  field  of  management  and  his  concen- 
tration on  the  operation  and  improvement  of  the  business,  it  is 
thought  that  the  overhead  control  of  the  Inland  Waterways 
Corporation  will  be  strengthened  to  such  an  extent  that  the 
corporation  will  show  increased  revenues  and  that  the  several 
departments  will  operate  with  greater  smoothness  and  integra- 
tion. 


CHAPTER  III 

ADMINISTRATIVE  INTEGRATION 
AND  REORGANIZATION 

ADMINISTRATION  BY  REMOTE  CONTROL 

THE  greatest  operating  deficiency  of  the  Inland  Water- 
ways Corporation  is  that  its  executive  head  is  located 
in  Washington  whereas  the  line  officials  are  found  at 
New  Orleans  and  at  various  points  on  the  river,  thereby  making 
it  necessary  to  direct  and  to  attempt  to  co-ordinate  the  busi- 
ness from  a  distance  of  several  hundred  miles.  There  is  no  gen- 
eral manager  who  is  located  on  the  river  and  who  is  charged 
with  the  responsibility  of  co-ordinating  the  activities,  of  ironing 
out  disagreements,  and  of  supplying  the  prodding  and  the  en- 
couragement which  the  head  of  an  organization  is  supposed  to 
provide.  During  the  last  ten  years  an  effort  has  been  made  to 
run  a  transportation  business  located  on  the  Mississippi  and 
its  tributaries  from  the  remoteness  of  the  Munitions  Building  in 
Washington.  Because  of  the  necessity  of  giving  most  of  his  at- 
tention to  matters  arising  in  connection  with  the  Secretary  of 
War,  Congress,  the  Interstate  Commerce  Commission,  the  rail- 
roads, private  barge  lines,  and  outside  interests  generally,  and 
because  of  the  necessity  of  being  on  tap  in  order  to  make  deci- 
sions on  questions  originating  from  offices  located  all  the  way 
from  the  Twin  Cities  on  the  north  to  New  Orleans  on  the  south, 
the  President-Chairman  has  been  able  to  spend  very  little  time 
on  the  river. 

Under  existing  circumstances  the  executive  head  is  forced  to 
rely  upon  what  the  department  heads  tell  him.  Needless  to  say, 
with  the  head  of  the  organization  hundreds  of  miles  away,  the 
functional  heads  report  only  those  things  which  are  expected  of 
them.  Matters  which  are  of  vital  importance  in  the  success  or 

63 


64  DEVELOPING  AMERICA'S  WATERWAYS 

failure  of  an  organization,  such  as  failure  of  department  heads 
to  co-operate  and  overstaffing  of  personnel,  losses  and  ineffi- 
ciencies resulting  from  inadequate  supervision,  failure  generally 
to  bring  about  a  smoothly  operating  mechanism — these  are 
only  the  more  important  of  the  defects  which  can  be  uncovered 
and  eradicated  only  by  immediate  observation  and  constant 
oversight. 

One's  common  sense  tells  one  that  a  complex  organization 
like  a  transportation  system  cannot  be  operated  to  the  best 
advantage  by  remote  control,  particularly  when  the  person  who 
is  responsible  for  making  decisions  and  for  co-ordinating  the 
business  is  two  days'  ride  by  train  from  the  headquarters  of  the 
operating  departments.  That  the  deficiencies  of  remote  control 
have  worked  out  in  actual  practice  there  can  be  no  question. 
The  morale  of  the  department  heads  and  of  the  organization 
generally  suffers  as  a  result  of  the  fact  that  the  directing  head 
cannot  possibly  keep  intimately  informed  concerning  the  de- 
tails of  operation.  Nor  is  he  available  when  prompt  action  re- 
quiring personal  conference  and  a  complete  understanding  of 
what  has  gone  before  are  demanded.  Failure  to  bring  about  the 
necessary  co-ordination,  such  as  that  between  the  rates  and 
divisions  department  and  the  traffic  department,  does  not  be- 
come as  obvious  as  it  should  when  the  executive  head  receives 
practically  all  of  his  information  in  the  form  of  reports  and 
memoranda. 

All  of  those  who  have  followed  closely  the  development  and 
administrative  record  of  the  Inland  Waterways  Corporation 
and  all  of  the  employees  with  whom  the  writer  talked  on  his 
visits  to  the  principal  offices  of  the  corporation  stated  unequivo- 
cally that  the  headquarters  office  and  the  directing  head  of  the 
organization  should  be  located  on  the  river.  In  other  words, 
the  general  manager  should  establish  an  office  on  the  Mississip- 
pi River  at  a  point  which  would  make  it  possible  best  to  co-ordi- 
nate and  to  direct  the  daily  activities  of  all  departments  of  the 
undertaking.  This  move,  it  was  said,  would  have  the  effect  of 
improving  the  morale  of  the  entire  organization,  of  preventing 
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clashes  and  disagreements  between  the  heads  of  departments, 
of  permitting  the  general  manager  to  acquire  a  more  intimate 
knowledge  of  the  condition  and  needs  of  the  corporation,  to  be- 
come aware  of  impending  problems  before  they  come  to  a  head, 
and  to  provide  the  stimulation  and  encouragement  which  the 
head  of  an  organization  is  supposed  to  supply  to  all  of  his  sub- 
ordinates. 

The  arguments  in  favor  of  keeping  the  headquarters  office  in 
Washington  are  three  in  number.  In  the  first  place,  it  is  argued 
that  the  official  head  of  the  organization  must  remain  in  Wash- 
ington in  order  to  be  available  when  necessary  for  direct  rela- 
tions with  the  Secretary  of  War,  members  of  Congress,  and 
transportation  interests.  These  contacts,  so  it  is  said,  are  not 
occasional,  but  they  are  almost  constant;  the  responsible  head 
of  the  organization  must  therefore  be  available  on  short  notice. 

In  reply  to  this  argument  it  may  be  said  that  a  reorganiza- 
tion should  and  can  guarantee  continuous  relationships  with 
official  and  unofficial  agencies  in  Washington  and  that  any  pro- 
posal which  would  have  the  effect  of  destroying  this  close  rela- 
tionship would  be  serious  and  objectionable.  Under  the  set-up 
which  is  being  proposed,  a  Washington  office  would  continue  to 
be  maintained  and  the  president  of  the  board  would  spend  a 
large  part  of  his  time  in  Washington.  Moreover,  a  permanent 
official — namely,  the  secretary  of  the  board  and  the  secretary 
of  the  operating  organization — would  remain  in  Washington 
and  would  devote  a  great  deal  of  his  attention  to  relationships 
and  contacts.  This  plan  is  analogous  to  that  of  The  Panama 
Canal,  which  maintains  a  Washington  office  headed  by  a  Chief 
of  Office  and  in  which  there  is  office  space  for  the  Governor  of 
the  Panama  Canal  when  he  is  in  Washington.  It  is  believed 
that  this  arrangement  would  take  care  of  the  necessary  contacts 
between  the  Inland  Waterways  Corporation  and  official  and 
unofficial  agencies.  Moreover,  it  has  the  immense  advantage  of 
moving  the  general  manager  out  of  Washington,  where  he  will 
not  be  open  to  constant  pressure,  political  and  interest  group, 
thereby  somewhat  lessening  the  temptation  for  political  inter- 
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ference  and  for  rival  interests'  attacks,  and  thereby  making  it 
possible  for  the  operating  head  to  concentrate  his  full  attention 
upon  the  operation  and  improvement  of  the  business. 

The  second  argument  which  is  advanced  in  favor  of  retaining 
the  headquarters  office  in  Washington  is  that  at  some  future 
time  the  operations  of  the  Inland  Waterways  Corporation  may 
be  extended  to  such  an  extent  that  they  will  not  be  confined  to 
the  Mississippi  River  system;  in  case  they  should  become  na- 
tion-wide, it  is  argued,  the  only  proper  place  for  the  head- 
quarters office  is  in  the  nation's  capitol.  This  argument  is  hypo- 
thetical and  unconvincing.  If  the  operations  of  the  Inland  Wa- 
terways Corporation  should  be  extended  to  the  east  and  west 
coasts,  it  would  then  be  the  proper  time  to  reconsider  the  ques- 
tion of  the  proper  location  of  the  main  office;  for  the  writer  has 
a  hunch  that  even  under  such  an  enlarged  system  it  would  be 
desirable  to  establish  the  headquarters  office  in  each  of  the 
areas  in  which  operations  were  being  undertaken  and  to  main- 
tain a  Washington  office  only  for  the  purposes  which  have  been 
mentioned. 

Still  another  argument  which  is  used  in  favor  of  retaining  the 
headquarters  in  Washington  is  that  the  choice  of  any  city  on 
the  Mississippi  waterway  would  lead  to  suspicion  and  dissatis- 
faction on  the  part  of  other  river  towns.  It  is  said,  for  example, 
that  if  the  headquarters  were  to  be  located  in  St.  Louis,  that 
Chicago,  its  competitor,  would  bring  forth  strong  objections  for 
fear  that  St.  Louis  would  be  given  preferences  or  unfair  ad- 
vantages. In  other  words,  it  is  argued  that  the  main  office  must 
remain  in  Washington  because  it  is  "neutral."  This  conclusion 
and  its  supporting  argument  do  not  appear  to  be  very  convinc- 
ing. Railroad  companies  always  choose  one  of  the  principal 
cities  on  the  line  for  their  main  office;  the  Santa  Fe,  for  exam- 
ple, does  not  attempt  to  operate  its  system  from  Washington. 
Moreover,  it  is  believed  that  a  location  can  be  chosen  which 
would  be  relatively  free  from  the  jealousies  and  suspicions  of 
other  cities  on  the  river.  Again,  if  there  were  any  misgiving  on 
the  part  of  certain  cities,  their  confidence  could  be  established 
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by  the  fairness  and  solicitude  of  the  directing  officials.  Finally, 
the  arguments  in  favor  of  establishing  the  headquarters  on  the 
river  are  so  convincing  that  the  minor  objections  which  have 
been  considered  are  greatly  outweighed. 

All  of  the  departments  of  the  Inland  Waterways  Corpora- 
tion, with  the  exception  of  the  President-Chairman,  the  Secre- 
tary-Treasurer, the  General  Counsel,  and  the  General  Traffic 
Manager,  are  already  located  in  New  Orleans.  These  include 
the  operating  department,  engineering  department,  accounting 
department,  purchasing  department,  the  rates  and  divisions  de- 
partment, the  radio  department,  and  the  industrial  relations 
department.  It  is  believed  that  New  Orleans  is  the  logical 
place  for  the  general  manager  to  be  located.  This  is  the  view 
which  is  generally  shared  by  employees  in  the  line  departments 
and  by  the  outsiders  who  are  most  conversant  with  the  record 
and  the  requirements  of  the  Inland  Waterways  Corporation. 

There  are  several  reasons  for  believing  that  New  Orleans 
should  continue  to  be  the  operating  headquarters  of  the  cor- 
poration. More  business  moves  through  New  Orleans  than 
through  any  other  terminal,  and  it  is  only  natural  that  the  ad- 
ministrative offices  should  be  located  where  the  most  business 
is  transacted.  Then,  too,  New  Orleans  is  the  outlet  to  the  Gulf 
and  to  ocean-going  traffic;  it  is  important  that  the  relations  be- 
tween the  barge  line  and  other  navigation  companies  should 
be  as  intimate  as  possible.  Again,  New  Orleans  is  the  only  river 
city  which  has  adequate  dry  docking  facilities  and,  irrespective 
of  what  other  departments  of  the  organization  did,  the  engi- 
neering department  would  have  to  remain  in  New  Orleans  for 
this  reason.  Still  another  reason  for  favoring  New  Orleans  is 
that,  unlike  cities  farther  up  the  river,  it  is  not  involved  in 
strong  rivalries  and  jealousies  with  other  cities  served  by  the 
Federal  Barge  Lines — as  are  Chicago  and  St.  Louis,  for  exam- 
ple. Finally,  most  of  the  organization  is  already  established  in 
New  Orleans,  the  entire  space  of  a  desirably  located  office  build- 
ing is  available,  and  the  provision  of  office  space  for  the  general 
manager  and  for  the  president  of  the  board  of  directors  could 
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be  accomplished  without  seriously  disturbing  the  present  func- 
tioning of  the  organization. 

The  officers  of  the  company  who  are  located  in  St.  Louis  con- 
tend that  the  general  offices  of  the  Inland  Waterways  Corpora- 
tion should  be  established  in  that  city.  With  this  conclusion 
the  writer  is  in  disagreement.  The  arguments  in  favor  of  St. 
Louis  are  that  it  is  a  junction  point  on  the  Mississippi,  the 
Ohio,  and  the  Missouri;  that  it  is  an  important  business  and 
railroad  center;  and  that  it  is  nearer  the  northern  river  ports 
and  Washington,  D.C.,  than  is  New  Orleans.  In  answer  to  the 
first  argument  it  may  be  said  that  St.  Louis  does  not  handle  as 
much  tonnage  as  does  New  Orleans;  in  reply  to  the  second  argu- 
ment it  may  be  pointed  out  that  the  influence  of  the  railroads  is 
stronger  in  St.  Louis  than  in  almost  any  other  American  city 
and  that  this  would  be  disadvantageous  to  the  barge  line ;  while 
with  respect  to  the  third  point  it  need  only  be  stated  that 
traveling  distances  are  bound  to  be  great  irrespective  of  where 
the  headquarters  is  established.  On  balance,  therefore,  it  ap- 
pears clearly  that  the  choice  of  New  Orleans  for  the  headquar- 
ters of  the  general  manager  is  preferable  to  that  of  any  other 
city. 

The  desirability  and  urgency  of  moving  the  executive  head 
of  the  Inland  Waterways  Corporation  to  a  Mississippi  River 
point  can  hardly  be  overestimated.  A  great  need  of  the  cor- 
poration at  present  is  more  effective  integration  and  more  im- 
mediate supervision  and  control.  Co-ordination  and  smooth- 
working  relationships  can  be  effected,  it  is  believed,  only  by 
transferring  the  directing  head  to  the  physical  location  at  which 
business  is  being  conducted  and  decisions  have  to  be  made. 

There  is  a  relationship  between  the  problem  discussed  above, 
namely,  the  division  of  the  responsibility  between  the  president 
of  the  board  and  the  general  manager,  and  the  moving  of  the 
headquarters  of  the  directing  head  of  the  organization  to  the 
scene  of  operations.  With  the  release  of  the  general  manager 
from  worries  and  concerns  lying  outside  the  field  of  operation 
and  management,  and  with  the  setting-up  of  the  general  man- 
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ager's  office  in  a  location  which  will  make  it  possible  for  him  to 
observe  and  to  make  decisions  at  first  hand,  the  integration  of 
the  organization  and  the  intimate  influence  of  the  directing 
head,  which  are  so  greatly  needed  today,  will  have  been  accom- 
plished. 

DEPARTMENTAL  REORGANIZATION 

Not  only  is  the  directing  head  of  the  Inland  Waterways  Cor- 
poration so  far  removed  from  his  line  officials  that  co-ordina- 
tion and  an  intimate  touch  with  affairs  suffer  as  a  result,  but 
another  great  defect  of  administration  is  that  too  many  heads 
of  departments  and  divisions  report  directly  to  the  President- 
Chairman.  Seventeen  officials  under  the  existing  organization 
report  directly  to  the  chief  executive.  Chart  II  will  make  the 
situation  clear.  These  officers  of  the  corporation,  with  their 
titles,  are  as  follows:  Secretary-Treasurer,  Administrative  As- 
sistant and  General  Counsel,  General  Traffic  Manager,  Traffic 
Manager  (Rates  and  Divisions),  Chief  Engineer,  three  divi- 
sional Operating  Managers,  General  Purchasing  Agent,  Special 
Representative,  Industrial  Relations  Manager,  Radio  Super- 
visor, Field  Representative,  Comptroller,  Assistant  Treasurer, 
General  Manager  Warrior  River  Terminal  Company,  and  Sec- 
retary and  General  Freight  Agent  Warrior  River  Terminal 
Company — a  total  of  seventeen.  This  enumeration  does  not 
include  the  Assistant  to  the  President,  who  is  located  in  the 
Washington  office.  It  does  include  the  Comptroller  and  the  As- 
sistant Treasurer,  who,  although  in  organizational  theory  re- 
port through  the  Secretary-Treasurer,  in  fact  have  many  of 
their  dealings  directly  with  the  president  of  the  corporation. 
Not  only  must  the  chief  executive  attempt  to  keep  in  touch 
with  so  many  persons,  as  difficult  as  that  naturally  is,  but  in 
addition  these  persons  are  located  in  no  less  than  six  cities  of 
the  United  States,  namely,  Washington,  D.C.,  New  Orleans, 
St.  Louis,  Minneapolis,  Birmingham,  and  Mobile;  eight  of 
these  officials  under  the  existing  organization  are  located  in 
New  Orleans.  When  it  is  understood  that  the  president  of  the 
organization  must  deal  directly  with  seventeen  different  per- 
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sons,  the  reason  for  the  chief  executive's  correspondence,  long- 
distance telephone  calls,  and  telegrams  being  as  numerous  as 
they  are  can  be  readily  understood.  Then  too — and  this  is 
really  the  important  point — it  can  be  readily  appreciated  that 

CHART  II 

Organization  Chart  of  the  Inland  Waterways  Corporation 

(Showing  officers  who  report  directly  to  the  President) 

(September,  1934) 
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Special 
Representative 


Field 

Representative 

(Cinema) 


no  one  person  can  deal  with  so  many  officials  without  being 
swamped  by  a  mass  of  details. 

If  the  number  of  departments  and  divisions  is  to  be  reduced, 
and  if  the  organization  is  to  be  effectively  integrated,  there 
must  be  a  consolidation  and  integration  within  the  various 
functions  of  the  corporation  as  a  whole.  At  the  present  time,  for 
example,  there  is  no  official  head  of  the  operating  department, 
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although  the  writer  is  informed  that  eventually,  when  the  up- 
per-river division  has  been  operating  smoothly  for  a  sufficient 
length  of  time,  there  is  a  possibility  that  this  office  may  be  cre- 
ated. One  of  the  first  steps  which  should  be  taken  in  the  func- 

CHART  III 

Proposed  Organization  Chart  of  the  Inland  Waterways  Corporation 
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*  To  be  replaced  by  a  board  of  directors  when  authorized  by  Congress. 


tional  reorganization  is  to  give  express  recognition  to  the  fact 
that  the  operating  manager  of  the  lower  Mississippi  division 
(who  in  practice  performs  some  of  the  functions  of  the  head  of  a 
unified  operating  department)  is  responsible  for  the  matters 
having  to  do  with  operations  and  is  the  one  who  is  to  report 
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directly  to  the  general  manager.  An  organization  chart  setting 
forth  a  complete  reorganization  and  integration  of  the  corpora- 
tion will  be  found  on  page  71. 

The  remaining  defects  of  the  existing  organization  may  be 
discussed  in  connection  with  the  proposed  plan  of  reorganiza- 
tion. The  most  important  recommendations  contained  in  this 
suggested  set-up  should  be  explained  and  justified. 

It  will  be  observed,  in  the  first  place,  that  under  the  Secre- 
tary of  War,  the  Advisory  Board,  and  the  Executory  Board, 
the  policy-forming  and  policy-controlling  agencies  of  the  cor- 
poration, there  are  the  offices  of  president  and  general  man- 
ager. The  president  would  act  as  chairman  of  both  the  Ad- 
visory Board  and  the  Executory  Board,  and,  after  their  replace- 
ment by  a  board  of  directors,  would  be  chairman  of  that  body. 
The  general  manager  would  be  in  charge  of  detailed  operation ; 
the  president  of  the  board,  on  the  other  hand,  would  confine 
his  attention,  as  has  already  been  suggested,  to  general  over- 
sight and  control,  and  to  relations  with  the  board,  the  Secre- 
tary of  War,  other  governmental  agencies,  and  the  public.  It 
is  suggested  that  the  president  should  spend  a  large  part  of  his 
time  at  the  Washington  office,  which  would  be  a  small  one  and 
which  would  be  maintained  primarily  to  serve  as  the  eyes,  ears, 
and  the  mouthpiece  of  the  corporation. 

In  the  Washington  office,  in  addition  to  the  president  of  the 
board,  there  would  be  a  secretary  who  would  serve  both  the 
board  and  the  operating  organization  itself.  He  would  be  re- 
sponsible for  preparing  the  annual  report,  for  making  available 
data  requested  by  the  Secretary  of  War  and  by  other  parties, 
have  a  certain  amount  of  official  and  public  relations  work  to 
do,  and  would  be  expected  to  keep  the  president  of  the  board, 
the  Secretary  of  War,  and  the  general  manager  informed  of  any 
information,  legislative  proposals,  or  other  matters  affecting 
the  corporation. 

The  general  manager  would  be  in  charge  of  all  line  operations 
and  would  report  to  the  President.  He  would  be  chosen  for  his 
ability  to  carry  on  business  operations  and  he  would  be  ex- 
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pected  to  devote  his  attention  almost  entirely  to  the  operation 
of  the  enterprise  and  to  the  securing  of  efficiency  and  economy 
and  the  increase  of  traffic  and  net  income.  The  general  man- 
ager would  go  to  Washington  when  his  services,  or  when  infor- 
mation he  possessed,  were  necessary,  but  the  principal  part  of 
the  liaison  work  would  be  intrusted  to  the  president  of  the 
board  of  directors.  The  general  manager  should  be  a  member 
of  the  board  in  order  that  his  experience  and  knowledge  would 
be  available  for  the  benefit  of  the  other  members.  His  appoint- 
ment as  a  board  member  would  also  be  a  means  of  assuring  a 
proper  division  of  responsibility  between  the  general  manager 
and  the  president  of  the  board,  and  it  would  encourage  cordial 
relations  between  the  two. 

Instead  of  having  seventeen  heads  of  departments  and  divi- 
sions reporting  to  the  chief  of  operations,  as  at  present,  only 
four  department  heads  would  be  subject  to  the  immediate  di- 
rection of  the  general  manager.  These  four  functional  depart- 
ments would  be  finance,  engineering,  traffic,  and  operations. 
They  would  be  headed  respectively  by  the  comptroller,  the  chief 
engineer,  the  general  traffic  manager,  and  the  general  operating 
superintendent.  It  is  believed  that  these  four  functional  de- 
partments are  the  natural  ones  constituting  the  business  of  the 
barge  line  and  that  any  greater  number  is  useless  and  tends 
toward  a  lack  of  co-ordination.  The  finance  department  would 
be  subdivided  into  three  units,  treasurer's,  auditor's,  and  pur- 
chasing agent's.  The  engineering  department  would  perform 
its  existing  duties  and  maintain  its  present  organization.  The 
traffic  department,  on  the  other  hand,  would  represent  a  con- 
solidation of  rates  and  divisions,  solicitation,  and  industrial  and 
public  relations — the  last-mentioned  activity  being  closely  re- 
lated to  that  of  solicitation.  Finally,  the  operating  department 
would  co-ordinate  the  three  river  divisions,  the  Warrior  River 
Terminal  Company  (railroad  operations),  and  the  radio  depart- 
ment. 

All  four  heads  of  departments  should  be  located  in  the  same 
office  building  and  be  easily  available  for  joint  conferences  and 
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for  counsel  with  the  general  manager.  As  a  matter  of  fact,  it  is 
recommended  that  the  general  manager  and  the  four  functional 
heads  be  considered  a  functional  board  and  that  they  hold  a 
joint  session  at  least  once  a  week  in  order  to  raise  problems, 
make  suggestions,  and  effect  more  smooth  co-ordination.  The 
reasons  for  favoring  the  suggested  functional  arrangement  need 
next  to  be  considered. 

The  finance  department,  headed  by  the  comptroller,  would 
remain  basically  as  it  is  today.  Instead  of  the  present  system 
according  to  which  the  comptroller  and  the  assistant  treasurer, 
who  are  located  in  New  Orleans,  report  to  the  secretary- 
treasurer,  located  in  Washington,  the  head  of  the  financial  es- 
tablishment would  be  called  " Comptroller."  This  is  the  finan- 
cial organization  and  division  of  responsibility  which  is  found 
in  many  modern  business  corporations.  It  will  be  seen  that 
the  present  secretary-treasurer  will  be  stripped  of  his  financial 
duties  except  for  the  fact,  as  has  been  mentioned,  that  he  would 
be  largely  responsible  for  preparing  the  annual  report.  In 
actual  practice,  preparation  of  the  consolidated  balance  sheet 
and  the  making  of  additional  cost  studies  (most  of  them  being 
made  in  New  Orleans)  are  the  only  financial  duties  which  are 
performed  by  the  secretary-treasurer  under  the  existing  or- 
ganization. 

There  is  no  question  in  the  writer's  mind  that  the  responsi- 
ble head  of  the  financial  department  should  be  located  in  New 
Orleans,  where  he  is  in  a  position  to  give  immediate  supervision 
to  the  accounting  and  auditing.  As  in  other  organizations 
wherein  there  is  a  comptroller's  department,  the  financial  duties 
would  be  divided  between  a  treasurer,  who  would  be  responsi- 
ble for  receiving,  paying,  collecting  of  interest,  etc.,  and  an 
auditor,  who  would  be  in  charge  of  auditing,  bonding,  etc.  It 
is  recommended  that,  in  addition,  purchasing  operations,  which 
are  at  present  the  work  of  a  separate  department  but  which 
were  formerly  placed  under  the  auditor,  be  once  more  made  a 
unit  within  the  finance  department. 

The  principal  reason  for  favoring  the  inclusion  of  purchasing 
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operations  within  the  jurisdiction  of  the  finance  department  is 
that  a  separate  department  and  organization  appears  to  be  un- 
necessary and  expensive.  At  the  present  time  purchases  of  the 
Inland  Waterways  Corporation  amount  annually  to  less  than 
a  million  dollars  and  of  this  total  almost  half  represents  fuel- 
oil  purchases.  Oil  purchasing  does  not  require  an  independent 
organization,  and  even  under  the  existing  set-up  the  financial 
officials  have  a  great  deal  to  say  about  oil  contracts.  It  is  be- 
lieved that  the  remaining  portion  of  the  purchasing  operations 
can  be  undertaken  with  as  great  advantage  and  with  less  ex- 
pense as  a  unit  within  the  finance  department.  This  division 
would  be  headed  by  a  purchasing  agent,  who  would  be  given  as 
much  autonomy  as  appeared  to  be  necessary.  In  our  analysis 
of  the  purchasing  operations  of  the  Inland  Waterways  Corpora- 
tion, which  will  be  taken  up  later,1  additional  reasons  will  ap- 
pear for  recommending  the  inclusion  of  purchasing  within  the 
finance  department. 

The  co-ordination  of  the  three  operating  divisions  of  the 
Federal  Barge  Lines,  plus  the  Warrior  River  Terminal  opera- 
tions, and  their  general  integration  into  the  organization  by 
means  of  a  general  operating  superintendent  is  an  administra- 
tive development  which  should  clearly  take  place,  but  its  ac- 
complishment is  surrounded  with  certain  immediate  difficulties. 
The  principal  reason  for  recommending  a  single  responsible 
head  for  operations  is  that  effective  co-ordination  between  all 
divisions  of  the  Federal  Barge  Lines  is  imperative  if  the  most 
regular  and  reliable  service  is  to  be  afforded  shippers. 

There  has  always  been  a  certain  amount  of  complaint  be- 
cause barges  were  not  available  at  one  point  on  the  route  oper- 
ated by  the  Federal  Barge  Lines,  whereas  at  the  same  time 
there  may  have  been  a  superfluity  of  floating  equipment  at  an- 
other point.  No  doubt  many  of  the  criticisms  which  one  hears 
are  exaggerated,  and  no  doubt  some  of  them  lack  any  founda- 
tion whatsoever.  However,  it  will  be  instantly  recognized  that 
if  the  best  use  of  the  corporation's  equipment  is  to  be  achieved, 

1  Infra,  pp.  92-98. 
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the  requirements  of  all  three  divisions  of  the  system — namely, 
the  Warrior,  the  lower  Mississippi,  and  the  upper  Mississippi — 
must  be  considered  as  an  integral  problem.  For  example,  when 
large  quantities  of  grain  are  moving  out  of  the  upper  river,  it 
will  be  necessary  to  tow  empty  barges  from  points  lower  on  the 
river.  To  be  sure,  empty  barges  are  towed  from  one  point  to 
another  at  which  there  is  need  for  them  almost  continually, 
but  rather  widespread  criticism  is  heard  that  more  of  this  is 
not  done.  Where  there  is  smoke  there  must  be  a  certain  amount 
of  fire.  At  any  rate,  it  appears  rather  clearly  that  a  more  effi- 
cient use  of  available  equipment  could  be  brought  about  if  the 
proposed  plan  of  creating  the  office  of  general  operating  super- 
intendent were  put  into  effect.  Needless  to  say,  the  head  of  the 
operating  department  would  have  to  work  in  very  close  rela- 
tionship with  the  general  manager,  and  this  is  as  it  should  be; 
however,  the  initial  responsibility  for  planning  and  directing 
the  movement  of  floating  equipment  should  be  granted  to  a 
single  person  having  jurisdiction  over  the  entire  route  operated 
by  the  Federal  Barge  Lines. 

One  of  the  difficulties  standing  in  the  way  of  a  complete  in- 
tegration of  operating  management  is  that  the  Inland  Water- 
ways Corporation  operates  a  railroad  line,  namely,  the  Warrior 
River  Terminal  Company,  in  conjunction  with  its  barge  serv- 
ice on  the  Warrior  River  division.  At  the  present  time  the  man- 
agement of  the  railroad  line  is  separate  from  that  of  the  opera- 
tion of  the  barge  service  on  the  Warrior  River.  That  this  sepa- 
ration of  responsibility  should  be  continued  appears  to  be  open 
to  no  serious  question.  Under  the  existing  arrangement  the 
Warrior  River  Terminal  Company,  operating  over  a  distance  of 
twenty-three  miles  between  Birmingham  and  Birmingport,  is 
under  the  general  superintendence  of  the  president  of  the  Bir- 
mingham Southern  Railway,  who  acts  as  general  manager  of 
the  Warrior  River  Terminal  Company,  and  who  is  given  an  in- 
dependent hand  so  far  as  operations  are  concerned.  It  would 
not  appear  practicable  or  desirable  to  change  this  arrangement 
by  giving  the  operating  manager  of  the  barge  service  on  the 
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Warrior  River  jurisdiction  over  the  railway  operations  as  well. 
This  being  the  case,  it  is  obvious  that  although  the  general 
operating  superintendent  would  have  nominal  control  over  the 
operations  of  the  Warrior  River  Terminal  Company,  in  actual 
practice  the  autonomy  of  the  present  operating  head  would  not 
be  interfered  with.  Even  so,  it  can  readily  be  seen  that  there  is 
an  advantage  in  placing  responsibility  upon  the  shoulders  of 
one  man  who  would  be  responsible  for  seeing  to  it  that  freight 
which  originates  on  the  railroad  line  is  available  when  and  as 
needed  for  points  requiring  the  co-ordination  of  barge  and  rail. 

The  success  of  river  transportation  depends  in  large  part  on 
the  maintenance  of  a  frequent,  regular,  and  prompt  service.  It 
will  be  the  duty  of  the  general  operating  superintendent  to  as- 
sure these  results.  In  order  to  accomplish  these  ends  he  must 
have  complete  control  over  all  units  of  the  Federal  Barge 
Lines'  operations. 

Another  practical  difficulty  which  must  be  faced  in  bringing 
about  a  co-ordination  of  operating  activities  under  the  super- 
intendence of  one  person  is  the  uncompleted  state  of  the  upper 
Mississippi  division  and  of  the  service  which  will  probably  be 
begun  next  year  to  Kansas  City.  So  long  as  regular  sailings  on 
these  portions  of  the  system  are  unreliable,  it  becomes  ex- 
tremely difficult  to  operate  a  uniform  system  of  departures  and 
connections  over  the  entire  route  of  the  Federal  Barge  Lines. 
Moreover,  the  towboats  and  barges  which  are  used  on  the 
Illinois  River,  the  upper  Mississippi,  and  the  ones  which  will  be 
used  on  the  Kansas  City  run  are  smaller  than  the  ones  which 
are  customarily  employed  on  lower  Mississippi  tows.  Effective 
co-operation  and  interchange  are  therefore  made  more  difficult. 

Despite  these  handicaps,  there  can  be  no  question  but  that 
the  highest  possible  degree  of  co-ordination,  interchange,  and 
regular  service  should  be  maintained  over  the  entire  route  oper- 
ated by  the  Federal  Barge  Lines.  In  doing  this,  the  best  re- 
sults will  be  achieved  if  the  general  operating  superintendent 
continues  to  give  the  operating  managers  in  charge  of  the  sev- 
eral divisions  the  responsibility  and  consideration  which  they 
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receive  at  present.  In  other  words,  there  should  be  autonomy 
of  operating  management  on  each  of  the  divisions,  but  super- 
imposed upon  this  foundation  there  should  be  as  much  of  a 
unified  operating  system  as  it  is  possible  to  achieve.  The  effec- 
tuation of  such  a  scheme  will  be  the  major  strategy  of  the  gen- 
eral operating  superintendent. 

The  most  necessary  and  the  most  important  administrative 
changes  are  to  be  effected  in  the  traffic  department.  Reorgani- 
zation would  be  accomplished  by  drawing  together  under  the 
supervision  of  the  general  traffic  manager  the  present  inde- 
pendent departments  concerned  with  rates  and  divisions,  solici- 
tation, special  promotional  work,  industrial  relations,  and  pub- 
lic relations.  The  reasons  for  recommending  the  co-ordination 
of  these  activities  should  be  almost  self-evident.  The  greatest 
weakness  of  departmental  organization  at  the  present  time  is 
the  separation  of  rates  and  divisions,  which  work  is  handled  at 
New  Orleans,  and  traffic  solicitation,  the  headquarters  of  which 
is  in  St.  Louis.  Although  this  division  of  responsibility  is  made 
in  the  case  of  some  railroads,  the  writer  knows  of  no  instance  in 
which  the  heads  of  the  rate-establishing  and  business-soliciting 
divisions  are  in  different  cities.  It  is  immediately  apparent 
even  to  a  layman  that  there  is  a  close  and  constant  relationship 
between  the  establishing  of  a  rate  and  the  getting  of  business. 
Hence,  both  in  theory  and  in  practice  it  is  desirable  that  a  uni- 
fied traffic  department  should  be  created,  with  a  single  head 
who  would  be  responsible  for  rates,  solicitation,  and  general 
promotional  activities. 

The  proposal  is  that  the  general  traffic  manager  should  have 
a  division  within  his  organization  which  would  deal  exclusively 
with  rates  and  divisions — in  other  words,  the  present  rates  and 
divisions  organization  would  be  incorporated  as  an  integral 
part  of  a  consolidated  traffic  department.  There  would  also  be 
a  division  head  in  charge  of  traffic  solicitation,  but  over  and 
above  these  two  men,  co-ordinating  the  two  functions  and  di- 
recting the  general  strategy  of  acquiring  business,  there  would 
be  the  general  traffic  manager. 
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Still  a  third  division  within  the  traffic  department  would  be 
entitled  Industrial  and  Public  Relations.  At  the  present  time 
there  are  three  directing  heads  in  charge  of,  respectively,  in- 
dustrial relations,  special  (traffic  and  promotional)  representa- 
tion, and  public  relations;  the  two  men  in  charge  of  industrial 
and  public  relations  are  located  in  New  Orleans,  but  the  special 
representative  has  his  headquarters  in  St.  Louis.  It  is  believed 
that  all  three  of  these  activities  should  be  drawn  together  and 
that  the  head  of  the  combined  industrial  and  public  relations 
division  should  be  one  of  the  three  officials  reporting  to  the 
general  traffic  manager. 

Under  the  existing  arrangement  the  head  of  the  industrial 
relations  work  spends  his  time  co-operating  with  chambers  of 
commerce,  traffic  associations,  and  various  other  organizations 
in  an  effort  to  locate  industries  on  or  near  rivers  transited  by 
the  Federal  Barge  Lines.  The  special  representative  spends 
most  of  his  time  speaking  before  interest  groups,  writing  special 
articles,  and  generally  popularizing  the  work  of  the  corporation 
and  defending  it  from  adverse  criticism.  The  person  in  charge 
of  public  relations  really  confines  his  attention  to  cinemato- 
graphic activity,  so  that  under  the  existing  arrangement  his 
work  is  in  fact  only  one  phase  of  public  relations. 

There  is  no  inclination  on  the  writer's  part  to  minimize  the 
importance  of  promotional  activity  and  of  public  relations  gen- 
erally. However,  the  existing  division  of  responsibility  leads  to 
duplication  and  fails  to  gain  the  maximum  results  from  the 
financial  outlay.  The  guiding  purpose  which  the  writer  has  in 
mind  in  recommending  the  unification  of  these  three  agencies  is 
to  bring  about  greater  emphasis  and  more  effective  results  from 
promotional  and  public  relations  activities.  There  can  be  very 
little  question  but  that  these  objects  can  best  be  secured  by 
unifying  the  three  existing  offices,  by  placing  the  work  of  the 
division  under  a  responsible  head,  and  by  co-operation  with  the 
other  employees  of  the  organization  who  are  responsible  for 
securing  business  and  for  building  up  good-will. 

There  is  no  question  in  the  writer's  mind  that  the  proper 
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place  for  the  director  of  industrial  and  public  relations  is  in  the 
traffic  department.  The  alternative  would  be  to  make  this  de- 
partment independent  or  to  have  the  director  of  it  work  di- 
rectly out  of  the  office  of  the  general  manager.  It  is  believed 
that  the  proposed  plan  is  the  most  desirable  of  the  three.  Hav- 
ing the  head  of  the  industrial  and  public  relations  division  re- 
port directly  to  the  general  traffic  manager  simplifies  the  or- 
ganization, limits  the  number  of  persons  with  whom  the  general 
manager  must  deal  directly,  and  supplements  and  strengthens 
the  activities  of  the  solicitation  division.  Industrial  and  public 
relations  closely  resemble  the  work  of  traffic  solicitation.  The 
former  is  merely  more  comprehensive,  more  long  range,  while  the 
latter  is  more  intensive  and  more  immediate.  Between  the  two, 
however,  there  is  a  close  and  a  necessary  connection.  The  in- 
tegration of  these  activities  under  the  direction  of  an  efficient 
general  traffic  manager  should  produce  a  selling  combination 
which  would  be  a  business-getter. 

SUMMARY 

Although  the  writer  is  one  of  those  who  recognizes  that  re- 
organization is  not  a  panacea  for  every  administrative  fault, 
and  although  it  will  readily  be  granted  that  good  personnel  is  of 
far  greater  importance  than  theoretical  organization  schemes, 
nevertheless  it  is  believed  that  the  integration  and  reorganiza- 
tion plans  which  have  been  recommended  for  the  Inland  Water- 
ways Corporation  will  greatly  improve  the  efficiency  and  busi- 
ness of  the  corporation.  The  changes  which  are  needed,  as  we 
have  pointed  out  in  the  last  chapter,  must  begin  at  the  top. 
There  should  be  a  clearer  separation  than  there  is  at  present 
between  policy  and  administration.  This  reform  can  be  effected 
by  means  of  the  creation  of  an  Executory  Board  or  a  board  of 
directors  which  really  has  power  and  responsibility;  this  step 
will  release  the  administration  from  the  necessity  of  explaining 
and  justifying  its  policies  and  actions,  and  it  will  make  it  possi- 
ble for  the  general  manager  to  concentrate  his  attention  upon 
the  improvement  of  the  service.   Then  too,  as  we  have  said,  a 
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division  of  responsibility  between  the  president  of  the  board 
and  the  general  manager  would  have  a  salutary  effect  because 
it  would  strengthen  the  linkage  with  the  governmental  and 
other  agencies,  while  at  the  same  time  it  would  guarantee  the 
general  manager  freedom  to  devote  his  complete  attention  to 
the  operation  of  the  barge  line.  One  of  the  most  important 
means  of  integrating  the  organization,  as  we  have  already 
argued,  is  to  move  the  office  of  the  directing  head  of  the  organi- 
zation out  to  the  actual  scene  of  operations;  on  balance,  New 
Orleans  is  regarded  as  the  most  desirable  location  for  the  execu- 
tive office. 

The  greatest  improvement  in  the  co-ordination  and  organi- 
zation of  departments  can  be  achieved  by  reducing  from  seven- 
teen to  four  the  number  of  persons  who  report  directly  to  the 
operating  head.  The  purpose  which  lies  back  of  this  is  not  only 
to  achieve  greater  simplicity  and  responsibility,  and  to  enable 
the  general  manager  to  deal  effectively  with  the  department 
heads  who  must  necessarily  come  into  immediate  contact  with 
him,  but  in  addition  to  create  a  functional  organization  in 
place  of  the  loosely  organized  and  duplicating  set-up  existing  at 
present.  In  answer  to  the  writer's  query  "Do  you  see  any  neces- 
sity for  more  than  four  functional  departments,  namely,  engi- 
neering, operating,  financial,  and  traffic?"  the  reply  invariably 
was  "No,  these  are  the  essential  departments,  and  I  believe 
that  the  loose  ends  of  the  existing  organization  could  be 
brought  together  under  the  suggested  four-department  organi- 
zation." 

The  proposed  regrouping  of  departments  would  not  require  a 
change  in  the  engineering  department  as  it  exists  at  present. 
It  would  mean  that  the  financial  department  would  be  headed 
by  the  comptroller,  assisted  by  a  treasurer,  an  auditor,  and  a 
purchasing  agent,  instead  of  being  directed  as  at  present  by  the 
secretary-treasurer.  The  most  important  reorganizations,  how- 
ever, would  take  place  in  the  operating  and  in  the  traffic  de- 
partments. In  the  former,  as  we  have  said,  there  would  be  a 
general  operating  superintendent  who  would  co-ordinate  and 
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direct  the  activities  of  the  several  operating  managers.  Within 
this  department  there  would  also  be  the  post  of  radio  super- 
visor. Finally,  the  traffic  department  would  consist  of  three 
divisions,  namely,  rates  and  divisions,  solicitation,  and  public 
and  industrial  relations.  This  functional  organization,  manned 
by  experienced  and  able  heads,  would,  it  is  believed,  not  only 
improve  the  economy  and  efficiency  of  the  organization  but 
would  create  a  smoothly  operating,  aggressive  undertaking 
which  would  materially  increase  the  business  and  good-will  of 
the  Inland  Waterways  Corporation. 


CHAPTER  IV 
EFFICIENCY  AND  ECONOMY 

GENERAL  RESULTS  OF  OPERATION 

HAVING  dealt  with  the  structural  changes  which  ap- 
pear to  be  desirable  in  reorganizing  the  Inland  Water- 
ways Corporation,  we  may  next  turn  to  the  general 
results  of  operation  and  the  improved  efficiency  and  increased 
economy  which  appear  to  be  possible  in  the  several  depart- 
ments of  the  organization. 

Competent  observers  who  have  most  closely  followed  the 
record  of  the  Inland  Waterways  Corporation  almost  without 
exception  express  the  same  conclusions  regarding  the  work  of 
the  several  departments  which  the  writer  has  been  led  to  as  the 
result  of  his  investigations.  "The  engineering  and  the  operat- 
ing departments  are  very  strong,"  men  with  whom  the  writer 
talked  would  say.  "The  Federal  Barge  Lines  has  wonderful 
equipment — its  efficiency  has  constantly  been  improved  and 
there  is  enough  floating  equipment  to  handle  a  large  and  in- 
creasing business.  The  financial  department  is  also  very  ably 
managed — the  comptroller  is  as  level-headed  and  capable  a  man 
as  you  would  find  in  any  transportation  system.  However  the 
great  weakness  of  the  Inland  Waterways  Corporation  is  its 
traffic  activities — it  is  weak  both  in  organization  and  in  per- 
sonnel. After  all,  it  is  getting  the  business  that  makes  the 
money  and  the  traffic  department  doesn't  get  the  business. 
Neither  its  rates  division  nor  its  solicitation  work  have  been 
well  handled  in  recent  years.  There  must  be  a  strengthening  of 
the  organization  at  this  point  before  it  will  earn  consistent 
profits  and  make  the  best  use  of  its  physical  equipment.  More- 
over, the  purchasing  department  also  leaves  much  to  be  de- 
sired ;  it  costs  far  more  relatively  to  maintain  it  than  it  does  to 
operate  the  purchasing  departments  of  steamship  companies/ ' 
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In  later  portions  of  the  report  the  writer  will  deal  both  with  the 
work  of  the  traffic  department  and  with  the  operations  of  the 
purchasing  department — the  two  weakest  links  in  the  organi- 
zation. 

When  a  business  is  going  into  the  red  rapidly,  those  who  are 
responsible  for  its  welfare  must  either  increase  the  income,  de- 
crease the  expenses,  or  do  both.  The  Inland  Waterways  Cor- 
poration is  going  into  the  red  rapidly.  Its  net  income  in  1932 
was  $470,140,  whereas  in  1933  the  net  income  had  fallen  to 
$30,049 — a  decrease  of  94  per  cent  in  one  year.  The  operating 
figures  for  the  first  six  months  of  1934  showed  that  there  was  a 
total  operating  deficit  of  over  a  half-million  dollars;  officials  of 
the  organization  state  that  there  is  no  question  but  that  the 
barge  line  will  have  to  go  deeply  into  its  reserves  this  year  in 
order  to  meet  the  enormous  deficit.1 

The  net  income  for  1932 — namely,  $470,140 — was  the  high- 
est earning  which  the  corporation  had  shown  in  its  entire  his- 
tory. The  financial  situation  may  be  summarized  as  shown  in 
Table  III.  It  will  be  seen  that  the  corporation  has  earned  a  net 
income  in  all  except  four  years,  and  that  the  earning  in  1933 
was  smaller  than  it  had  been  in  any  other  year. 

Now  it  goes  without  saying  that  the  Federal  Barge  Lines 
should  put  forth  every  effort  to  bring  back  the  business  which 
has  been  lost  in  the  last  two  years  and  that  in  addition  it  should 
go  out  and  get  new  business.  That  it  will  be  extremely  difficult 
to  do  the  former  is  already  manifest,  and  the  amount  of  new 
business  which  is  going  to  the  barge  line  does  not  anywhere 
near  make  up  for  the  large  revenues — cotton,  sugar,  steel,  etc. 
— which  have  been  lost  in  recent  years.  However,  this  situa- 
tion may  be  considered  in  our  discussion  later  of  business  pros- 
pects of  the  undertaking.  At  this  point  we  should  concentrate 
our  attention  upon  the  possibility  of  improving  the  efficiency 
and  economy  of  the  organization — and  this  is  not  an  alterna- 
tive step,  but  it  is  a  complementary  one  to  the  earning  of  in- 
creased revenues. 

1  A  considerable  improvement  occurred  in  1935  (see  infra,  pp.  114-15). 
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POLITICAL  APPOINTMENTS 

One  of  the  factors  that  can  do  the  most  harm  to  the  efficiency 
and  to  the  morale  of  a  public  undertaking  is  political  appoint- 
ments— particularly  if  the  political  appointees  do  not  happen  to 
have  ability  for  their  jobs.  It  is  said  to  be  one  of  the  merits  of 
the  government-owned  corporation  that  it  makes  political  ap- 
pointments more  difficult  than  they  are  in  the  case  of  ordinary 

TABLE  III 

Total  loss  on  operations  prior 
to  establishment  of  the  cor- 
poration in  1924 $4,786,421 

In  1924 $     532,610* 

In  1925 34,5i9* 

In  1926 213 ,  197 

In  1927 21,808* 

In  1928 327,712 

In  1929 109, 728* 

In  1930 46,767 

In  1931 269,350 

In  1932 470,140 

In  1933 30,049 

*  Loss. 

departments  of  government.  Study  reveals  that  this  assump- 
tion is  generally  correct.  However,  the  Inland  Waterways  Cor- 
poration has  not  been  in  as  favorable  a  position  so  far  as  the 
prevention  of  political  appointments  is  concerned.  The  Secre- 
tary of  War,  according  to  the  letterheads  of  the  Federal  Barge 
Lines,  "governs  the  corporation,"  and,  as  we  have  already 
pointed  out,  he  has  very  complete  authority  over  it  if  he  wishes 
to  make  full  use  of  his  power.  If  the  Secretary  of  War  wishes 
to  appoint  or  to  remove  officials  of  the  corporation  he  is  ab- 
solutely free  to  do  so.  This  is  not  true  in  the  case  of  other  public 
corporations  because  the  Board  of  Directors  stands  in  the  way 
— it  cannot  be  disregarded  even  by  the  Secretary  of  War. 

It  is  freely  admitted  by  informed  parties  and  by  officials  of 
the  corporation  that  political  appointments  and  removals  have 
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been  made  during  the  ten  years  that  the  Inland  Waterways 
Corporation  has  been  in  existence.  However,  it  may  be  said 
that  the  highest  posts  in  the  corporation  are  held  by  those  who 
do  not  owe  their  positions  to  political  favor;  in  other  words,  the 
permanent  officials  are  merit  or  career  men.  This  is  not  to  say 
that  at  one  time  or  another  none  of  the  department  heads  has 
been  chosen  because  of  his  political  or  personal  affiliations.  Nor 
can  one  honestly  say  that  the  efficiency  and  morale  of  the  In- 
land Waterways  Corporation  have  not  suffered  as  a  result  of 
the  influence  of  a  political  party  or  as  a  result  of  the  appointing 
power  of  the  Secretary  of  War. 

Needless  to  say,  it  is  impossible  to  measure  these  intangible 
influences  and  results.  It  is  well  established,  however,  that 
political  pressure  is  found  at  work  from  the  highest  to  the  low- 
est positions  within  the  gift  of  the  corporation.  For  example, 
the  writer  was  told  that  the  appointment  of  dock  workers  in 
one  of  the  terminals  operated  by  the  Federal  Barge  Lines  was 
subject  to  the  pressure  of  the  local  party  boss;  but  to  what  ex- 
tent the  local  manager  was  forced  to  give  in  to  this  influence 
could  not  be  learned.  However,  it  was  said  that  the  pressure 
had  increased  very  greatly  in  recent  years. 

Two  conclusions  may  be  drawn  with  regard  to  the  matter  of 
political  appointments  and  party  pressure.  In  the  first  place, 
the  Inland  Waterways  Corporation,  despite  the  fact  that  it  is  a 
government-owned  corporation,  has  not  developed  an  immu- 
nity to  political  appointments,  although  its  personnel  and  effi- 
ciency generally  have  not  been  influenced  greatly  by  this  con- 
sideration. In  the  second  place,  it  will  be  impossible  to  avoid 
political  appointments  entirely  until  a  board  of  directors  has 
been  created  with  power  and  determination  sufficient  to  resist 
the  political  and  personal  designs  of  the  Secretary  of  War  and 
of  the  political  party  which  happens  to  be  in  power. 

THE  QUESTION  OF  OVERSTAFFING 

In  answer  to  the  writer's  general  query  as  to  how  operating 
costs  could  be  decreased,  several  officials  of  the  company  stat- 
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ed,  in  response  to  a  direct  question,  that  the  corporation  was 
overstaffed.  They  then  proceeded  to  explain  that  the  Federal 
Barge  Lines  could  cut  down  its  personnel  and  still  operate  effi- 
ciently if  the  business  were  to  be  run  strictly  as  a  money-mak- 
ing proposition.  If  the  Federal  Barge  Lines  were  to  be  put  un- 
der private  management,  they  said,  there  could  be  no  question 
but  that  a  reduction  of  personnel  all  along  the  line  would  be  one 
of  the  first  steps  in  the  reorganization.  When  questioned  as  to 
where  these  economies  could  be  effected,  no  one  was  willing  to 
say.  However,  that  the  Federal  Barge  Lines  can  get  along  effi- 
ciently with  fewer  personnel  seems  to  be  undeniable,  and  it  is 
recommended  that  at  the  earliest  opportunity  consideration 
should  be  given  to  the  matter  of  devising  ways  and  means  of 
accomplishing  this  end.  It  will  result  automatically  if  the  pro- 
posals relative  to  the  reorganization  which  appear  in  the  fore- 
going pages  are  carried  into  effect. 

When  one  attempts  to  discover  why  an  overstaffing  has  oc- 
curred, he  meets  with  several  explanations.  One  of  them  is 
that,  in  a  few  cases,  political  appointments  have  led  to  the  crea- 
tion of  positions  which  have  never  been  discontinued.  A  more 
important  reason  is  that  the  management  does  not  wish  to  re- 
move officials  from  its  pay-rolls  when  the  country's  policy  has 
been  to  bring  about  re-employment.  An  appraisal  of  the  right 
or  wrong  of  this  policy  is  very  hazardous.  However,  it  may  be 
submitted  as  a  general  proposition  that  the  Inland  Waterways 
Corporation  should  not  keep  men  on  its  pay-roll  when  they 
cannot  be  employed  effectively  and  when  a  privately  owned 
company,  under  similar  circumstances,  would  have  to  let  them 
go.  The  Inland  Waterways  Corporation  is  strictly  a  business 
undertaking  in  competition  with  hard-boiled  business  agents, 
and  it  should  not  be  used  for  charitable  purposes.  However, 
this  generalization  is  subject  to  explanation.  When  the  work 
which  the  particular  person  is  performing  will  definitely  be 
needed  in  a  short  time,  it  would  be  a  mistake  to  let  such  a  per- 
son go;  but  when  there  is  no  prospect  of  business  picking  up, 
the  retention  of  superfluous  persons  is  unjustifiable.   The  ex- 
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tent  to  which  this  consideration  has  been  permitted  to  operate 
is  impossible  to  gauge,  but  it  was  given  in  justification  to  the 
writer  in  the  case  of  at  least  one  appointing  official. 

The  third  reason,  which  may  be  deduced  rather  than  proved, 
is  that  comprehensive  consideration  is  not  given  periodically  to 
possible  reductions  in  personnel  as  a  means  of  effecting  econ- 
omy. The  organization  does  not  feel  that  it  is  ioo  per  cent  a 
business,  competitive  organization;  to  a  large  extent  it  regards 
itself  as  a  government  department,  as  a  means  of  improving 
navigation,  as  a  subsidized  undertaking  of  the  United  States 
government.  If  in  the  Inland  Waterways  Corporation  there 
were  the  strictly  commercial  attitude  which  one  finds  in  the 
case  of  the  Panama  Railroad  Company,  there  appears  to  be 
little  doubt  that  the  question  of  effecting  economies  by  means 
of  reduction  in  personnel  would  have  been  considered  many 
times  in  the  last  ten  years. 

One  of  the  points  at  which  there  would  undoubtedly  be  a  cut 
in  administrative  overhead,  in  case  the  corporation  were  pri- 
vately operated,  is  the  office  of  Administrative  Assistant  and 
General  Counsel.  This  official  draws  a  base  salary  of  ten  thou- 
sand dollars.  As  the  title  of  the  office  indicates,  the  holder  of  it 
was  originally  the  immediate  assistant  and  adviser  to  the  presi- 
dent. In  actual  practice  the  relationship  has  ceased  to  exist 
with  the  creation  of  the  office  of  Assistant  to  the  President. 
It  was  formerly  true,  too,  that  the  corporation's  entire  legal 
activities  were  conducted  by  the  administrative  assistant  and 
general  counsel.  This  is  no  longer  true.  The  present  occupant 
of  the  office  has  never  taken  a  case  before  the  Interstate  Com- 
merce Commission.  The  preparation  of  material  for  commis- 
sion and  court  cases  is  intrusted  to  the  office  of  the  rates  and 
divisions  section  in  New  Orleans,  while  the  actual  handling  of 
cases  is  taken  care  of  primarily  by  law  firms  who  are  put  on  re- 
tainers. In  view  of  the  facts  which  have  been  mentioned,  there 
appears  to  be  no  question  but  that  the  office  of  Administrative 
Assistant  and  General  Counsel  is  superfluous  and  that  it  should 
be  abolished.  It  will  be  noted  that  it  has  not  been  mentioned  in 
the  proposed  reorganization. 
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The  legal  business  resulting  from  the  corporation's  activities 
can  be  taken  care  of  in  the  future  as  it  is  at  present,  namely,  by 
the  preparation  of  material  for  commission  and  court  hearings 
in  the  office  of  the  traffic  department  and  by  the  actual  con- 
testing of  cases  and  bringing  suit  by  firms  of  lawyers  which  the 
corporation  retains.  That  this  arrangement  is  financially  sound 
seems  to  be  indicated  from  the  expenditures  of  the  corporation 
on  legal  costs  (not  including  the  salary  of  the  General  Counsel) 
during  recent  years.  A  perusal  of  these  expenditures,  if  one 
omits  the  ten  thousand  dollars  base  salary  paid  to  the  General 
Counsel,  reveals  that  the  law  expenses  for  a  corporation  of  the 
size  and  with  the  interests  of  the  Inland  Waterways  Corpora- 
tion is  not  unreasonable. 

TABLE  IV 

In  1925 $  1,504  In  1930 $14,113 

In  1926 10, 195  In  1931 28,663 

In  1927 13,663  In  1932 25,352 

In  1928 9,440  In  1933 12,235 

In  1929 8,610 

Another  point  at  which  the  corporation  would  be  able  to 
effect  an  economy  without  much  question,  and  still  improve  the 
results  obtained,  is  in  the  traffic  department.  At  the  present 
time  there  are  a  total  of  one  hundred  and  thirty-four  persons 
engaged  in  traffic  activities  as  a  whole,  and  of  this  number  sev- 
enty-three may  be  classified  as  traffic  solicitation  and  promo- 
tion. When  one  looks  farther  into  the  traffic  personnel  situa- 
tion, he  finds  several  situations  in  which  economies  would  ap- 
pear to  be  possible  without  injuring  the  revenue-producing 
capacity  of  the  undertaking.  In  the  Twin  Cities  on  the  upper 
Mississippi,  for  example,  two  separate  and  distinct  traffic  offices 
are  maintained,  despite  the  fact  that  the  losses  on  this  division 
have  been  so  great,  particularly  during  the  current  year.  Busi- 
ness men  in  the  Twin  Cities  with  whom  the  writer  talked  were 
of  the  opinion  that  it  might  be  possible  to  consolidate  these  two 
offices  and  still  avoid  the  jealousy  which  exists  between  Minne- 
apolis and  St.  Paul.   Other  companies,  it  is  said,  have  estab- 
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lished  a  single  office  midway  between  the  two  contiguous  cities. 
An  informant  in  Minneapolis  stated  that  it  was  primarily 
political  pressure  which  resulted  in  the  establishment  of  two 
offices  in  the  first  place. 

Then,  too,  if  the  corporation  is  to  be  run  on  a  strictly  busi- 
ness-like basis,  and  if  it  is  to  attempt  to  take  necessary  steps  to 
earn  a  satisfactory  revenue,  consideration  will  have  to  be  given 
to  the  branch  offices  which  have  been  established  throughout 
the  United  States  within  recent  years.  During  1925  and  1926 
solicitation  offices  were  maintained  at  New  Orleans,  Memphis, 
St.  Louis,  Chicago,  Birmingham,  Mobile,  and  San  Francisco. 
New  offices  were  opened  at  Minneapolis,  St.  Paul,  and  Cincin- 
nati in  1927,  when  barge-line  service  was  extended  on  the  upper 
Mississippi  River.  The  next  extension  of  solicitation  territory 
was  the  opening  of  new  offices  at  New  York,  Houston,  and 
Dallas  in  1930.  Finally,  the  extension  of  barge-line  service  on 
the  Illinois  River  in  1931  saw  the  opening  of  new  traffic  offices 
at  Peoria  and  Indianapolis,  while  during  this  same  year  an 
office  was  opened  at  Los  Angeles.  In  other  words,  between  1927 
and  1934  nine  new  offices  for  handling  traffic  solicitation  were 
opened  at  far-flung  points  throughout  the  country.  The  total 
cost  of  traffic  solicitation  at  the  present  time  is  almost  a  quar- 
ter of  a  million  dollars. 

It  does  not  pay  to  be  dogmatic  about  the  financial  results  of 
traffic  solicitation.  It  is  never  possible  to  measure  accurately 
the  total  tonnage  which  is  obtained  by  any  one  office.  How- 
ever, accurate  enough  information  concerning  certain  of  the 
newer  offices  of  the  Inland  Waterways  Corporation  has  been 
obtained  to  make  it  an  open  question  as  to  whether  or  not  cer- 
tain of  them  should  be  maintained.  A  recent  study  made  by 
the  organization  shows,  for  example,  that  the  cost  of  soliciting 
freight,  per  ton,  in  some  of  the  outlying  offices  during  the  year 
1933  was  as  shown  in  Table  V.  In  view  of  the  cost  of  soliciting 
business  in  some  of  these  offices — particularly  those  on  the 
West  Coast — either  the  closing  or  the  consolidation  of  offices 
would  seem  to  be  suggested.    Several  well-informed  persons 
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with  whom  the  writer  talked  in  the  course  of  his  field  survey 
were  of  the  opinion  that  there  is  no  necessity  for  retaining  the 
Pacific  Coast  office  because  the  traffic  departments  of  the 
steamship  companies  and  other  traffic  men  provide  most  of  the 
all-water  business  originating  from  the  West  Coast  as  it  is  and 
that  there  is  no  future  prospect  that  this  situation  is  likely  to 
be  altered.  Why,  then,  maintain  offices  in  San  Francisco  and  in 
Los  Angeles,  or  at  any  rate  at  both  of  these  points?  An  entirely 
different  situation  obtains  so  far  as  the  New  York  business  is 
concerned.  This  office  produces  a  large  tonnage,  and  the  re- 
sult is  that  the  cost  of  solicitation  is  almost  as  low  as  that  of 
Chicago.  If  a  privately  operated  barge  line,  or  if  a  railroad, 
would  conclude  that  it  was  poor  business  for  it  to  keep  open  a 
branch  traffic  office,  the  writer  can  see  no  appreciable  difference 
in  the  total  position  of  the  Federal  Barge  Lines  which  justifies 
a  different  conclusion. 

TABLE  V 

Cents  Cents 

Los  Angeles 34      San  Francisco 29 

Dallas 23      Houston 18 

Chicago 10      New  York 11 

No  effort  has  been  made  to  formulate  any  detailed  recom- 
mendations with  regard  to  possible  economies  in  any  depart- 
ment. Formulation  of  such  a  program  should  be  made  only 
after  a  very  thorough  study  of  the  situation,  and  it  should  be 
worked  out  and  put  into  effect  by  the  responsible  management. 

There  are  certain  general  observations,  however,  which  lay 
the  foundation  for  such  a  detailed  examination  and  which  also 
have  suggestiveness  so  far  as  the  questions  of  overstafnng  and 
possible  economy  are  concerned.  It  may  be  pointed  out,  for  ex- 
ample, that  in  1928  the  gross  revenues  of  the  Federal  Barge 
Lines  were  $6,713,309,  and  in  this  year  the  corporation  had  on 
its  pay-roll  an  average  number  of  employees  totaling  3,199;  in 
1933  the  gross  revenues  had  fallen  to  $5,085,210,  but  there 
were  still  employed  3,124  persons.  In  other  words,  while  the 
1933  revenue  was  76  per  cent  of  the  1929  revenue,  the  1933 
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force  was  still  98  per  cent  of  the  1929  force.  The  comparison  is 
even  more  striking  when  net  income  is  considered,  because  in 
1928  the  net  income  was  $327,712  while  in  1933  it  was  only 
$30,049. 

Mere  totals  rarely  prove  very  much,  but  it  is  interesting  to 
know  that  the  corporation  subdivides  its  total  of  3,124  employ- 
ees as  shown  in  Table  VI. 

TABLE  VI 

Class  of  Employees  Average  No. 

General  officers,  clerks,  and  attendants 198 

Outside  traffic  and  other  agencies 69 

Port  employees 2 ,  294 

Line-vessel  employees 546 

Port-vessel  employees 17 

Total 3  j  1 24 

TABLE  VII 

Washington  office. ...  17      Operating 235 

Traffic  Department .  .  134  Vessel    operation 

Accounting 162  (omitting  all  shore 

Engineering 26  employees  engaged 

Purchasing 15          in  operations) 613 

A  still  more  revealing  analysis  can  be  arrived  at  by  a  study  of 
the  classification  of  permanent  employees,  disregarding  those 
who  are  merely  laborers  or  part-time  employees.  Out  of  a  total 
of  1,202  permanent  employees  on  the  pay-roll  of  the  corpora- 
tion in  1933,  the  functional  division  of  personnel  was  as  shown 
in  Table  VII.  This  analysis  does  not  necessarily  prove  anything, 
but  it  is  a  datum  which  would  be  found  useful  in  bringing  about 
retrenchment  and  in  comparing  the  corresponding  number  of 
personnel  in  previous  years,  when  gross  revenues  were  greater. 

COST  OF  PURCHASING  OPERATIONS 

One  of  the  directions  in  which  economies  appear  clearly 
possible  is  in  the  operation  of  the  Purchasing  Department.  As 
has  already  been  stated  in  the  preceding  chapter,  it  is  believed 
that  the  purchasing  activity  should  be  carried  on  within  the 
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reorganized  Finance  Department,  as  it  was  originally,  and  that 
experience  has  proved  that  an  independent  purchasing  depart- 
ment is  neither  necessary  nor  economical.  Between  1925  and 
1932  the  percentage  of  total  revenues  represented  by  purchas- 
ing expense  rose  from  0.18  in  1925  to  a  high  of  0.46  in  1930  and 
finally  to  0.43  in  1932. 

Another  way  of  measuring  the  cost  of  operating  the  Pur- 
chasing Department  is  to  compute  the  relation  between  its 
complete  administrative  expense  and  the  total  purchases  for 
the  year.  During  1933  the  purchases  of  the  corporation 
amounted  to  $966,457  and  the  total  expenses  were  $37,546, 
making  the  purchasing  ratio  3.98  per  cent.  This  figure  may  be 
compared  with  that  of  the  Panama  Railroad  Company's  Pur- 
chasing Department,  which,  in  1933,  showed  a  corresponding 
administrative  expense  of  1.5  per  cent,  a  ratio  which  has  been 
as  low  as  1  per  cent  on  a  greater  volume  of  purchases.  Allow- 
ing for  the  fact  that  the  total  annual  purchases  of  the  Panama 
Railroad  Company  are  five  times  as  great  as  those  of  the  In- 
land Waterways  Corporation,  it  remains  true  that  the  pur- 
chasing ratio  of  the  Inland  Waterways  Corporation  is  higher 
than  in  most  comparable  organizations  and  that  it  is  clearly 
more  than  it  should  be. 

The  total  cost  of  operating  the  Purchasing  Department  has 
increased  from  $7,315  in  1925  to  $37,546  in  1933.  Although 
complete  figures  for  a  comparison  are  not  available  for  the 
years  1925-27,  we  present  in  Table  VIII  an  analysis  of  the  trends 
of  the  Purchasing  Department  expense  between  1925  and  1933. 

With  an  increased  volume  of  purchases  it  would  naturally  be 
supposed  that  the  purchasing  ratio  would  have  declined,  but  it 
will  be  seen  that  this  was  not  the  case.  With  purchases  of  $1,- 
267,370  in  1927,  the  purchasing  ratio  was  1.02  per  cent,  where- 
as in  1930,  with  the  total  amount  of  purchases  almost  the  same 
■ — namely,  $1,278,475 — the  purchasing  ratio  had  increased  to 
3.07  per  cent.  In  1932,  when  purchases  were  slightly  less  than 
they  are  at  the  present  time,  the  purchasing  ratio  went  to  the 
highest  point  in  the  history  of  the  corporation,  namely,  4.50 
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per  cent.  An  efficiently  administered  purchasing  department 
aims  to  keep  its  purchasing  ratio  between  i  and  2  per  cent,  and 
many  public  and  private  purchasing  departments  have  proved 
that  this  can  be  done.  Apparently  there  is  something  wrong 
with  the  set-up  of  the  Inland  Waterways  Corporation's  Pur- 
chasing Department,  because  its  administrative  expense  has 
gone  up  and  has  continued  to  remain  high. 

TABLE  VIII 
Purchasing  Department  Data,  1925-33 


Year 

Purchases 

Total  Cost 
Purchasing 
Department 

Purchas- 
ing 
Ratio 

Purchasing 
Cost  less 
Store  and 
Boat  Ex- 
penses 

Purchas- 
ing 
Ratio 

1925 

1926 

1927 

1928 

!929 

J93° 

J93i 

1932 

1933 

* 

* 

$1 ,  267,370.01 

$   7,316.8c 

7,969 
12,901 
29,727 
37,128 
39,288 
44,148 
42,738 
37,546 

94 
34 
63 
04 

85 
04 
04 
13 

I  .02 
2.03 
2.52 
307 
3.60 
4-5° 
3-98 

I ,466,640 
1,471,979 
1,278,475 
I ,226,135 
948,698 
966,457 

17 
59 
17 
09 

77 
96 

$25,048.26 
29, 102.64 
29,468.15 
28,247.39 
27,281 .87 
24,607.26 

1. 71 
1.97 
2.30 
2.30 
2.87 
2-54 

*  Figures  not  available  for  these  years. 

The  present  figure  of  almost  a  million  dollars  for  purchases 
does  not  give  one  an  accurate  statement  of  the  amount  of  pur- 
chases which  are  actually  handled  by  the  Purchasing  Depart- 
ment. The  annual  oil  contract,  which  is  handled  primarily  by 
the  Comptroller  and  which  amounted  in  1933  to  about  $500,000, 
accounts  for  more  than  one-half  of  the  total  expenditures  at- 
tributable to  purchasing.  In  other  words,  the  procurement  un- 
dertaken by  the  Purchasing  Department  itself  amounts  to  less 
than  a  half-million  dollars  at  the  present  time.  It  is  the  con- 
clusion of  the  writer,  shared  by  experienced  informants  within 
and  outside  the  organization,  that  the  purchasing  operations  of 
the  Inland  Waterways  Corporation  can  be  handled  more  eco- 
nomically and  more  effectively  if  made  an  integral  part  of  the 
Finance  Department.  There  appears  to  be  no  justifiable  reason 
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for  maintaining  a  separate  Purchasing  Department  when  the 
annual  business  transacted  is  less  than  a  half-million  dollars. 

In  looking  for  reasons  for  the  undue  expense  of  operating  the 
Purchasing  Department,  one  is  led  to  the  conclusion  that  it  is 
the  maintenance  of  the  stores'  system  which  is  the  principal 
cause  of  expense  and  of  dissatisfaction  with  the  service  which  is 
rendered.  The  storeroom  expense  in  1933  represented  one- 
fourth  of  the  total  cost  of  operating  the  Purchasing  Depart- 
ment. It  is  believed  that  a  large  portion  of  this  expense  is  un- 
necessary, and  that  particularly  that  portion  which  goes  to  the 
operation  of  the  Ellijay  storeroom  in  New  Orleans  should  be 
eliminated. 

When  the  stores'  system  was  first  adopted,  the  argument  was 
that  the  storeroom  on  the  Ellijay  was  needed  in  order  to  make 
supplies  available  when  requisitioned  by  outgoing  towboats,  in 
order  to  make  it  possible  to  buy  in  three  months'  quantities  and 
in  order  to  have  a  refrigerating  room  for  meats  and  perishables 
when  towboats  were  delayed.  In  the  light  of  experience,  these 
arguments  supporting  the  New  Orleans'  storeroom  system  are 
not  convincing. 

Steamship  and  river  navigation  companies  which  operate  out 
of  New  Orleans  make  it  a  practice  to  have  deliveries  of  meats 
and  perishables  transferred  directly  to  the  outgoing  craft  just 
before  sailing.  The  writer  is  informed  that  this  service  is  reli- 
able, and  that  by  merely  making  a  telephone  call  deliveries  can 
be  postponed  whenever  an  outgoing  craft  is  delayed.  Therefore, 
there  is  said  to  be  no  reason  for  maintaining  the  physical  equip- 
ment and  for  paying  the  salaries  involved  in  the  operation  of  a 
storeroom  system.  The  cost  of  the  Ellijay  storeroom  alone  in 
1933  was  almost  $4,000.  Moreover,  the  argument  relative  to 
long-term  purchases  does  not  contain  merit  because  firms  which 
do  not  make  a  practice  of  operating  their  own  stores'  systems 
also  engage  in  bulk  and  long-term  purchasing  whenever  such 
action  proves  desirable.  It  is  now  the  accepted  commercial 
practice  to  permit  vendors  to  place  an  order  for  three  to  twelve 
months  on  a  particular  commodity  and  to  permit  purchases  of 
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this  order  to  be  requisitioned  as  and  when  they  are  needed. 
Hence,  there  is  no  good  reason  for  maintaining  a  stores'  system 
so  far  as  staples  are  concerned. 

When  it  comes  to  the  matter  of  convenience,  the  evidence 
also  seems  to  be  against  the  continuance  of  the  Ellijay  store- 
room. Persons  connected  with  the  Operating  Department  gave 
it  as  their  opinion  that  the  necessity  of  propelling  towboats  over 
to  the  Ellijay  in  order  to  provision  for  the  forthcoming  trip  was 
a  nuisance  which  should  and  could  be  avoided.  Hence,  in  view 
of  the  established  practice  of  other  river  and  sea-going  under- 
takings, in  view  of  the  fact  that  the  theoretical  reasons  for 
maintaining  the  stores'  system  in  New  Orleans  appear  not  to 
have  worked  out  in  practice,  and  in  view  of  the  necessity  of  re- 
ducing the  overhead,  if  the  expense  of  the  Purchasing  Depart- 
ment is  to  be  reduced,  the  discontinuance  of  the  storeroom  sys- 
tem, at  least  in  New  Orleans,  is  recommended.  The  situation 
may  be  different  so  far  as  St.  Louis  is  concerned,  but  on  this 
question  the  writer  is  not  prepared  to  advise  definitively. 

The  continuance  of  an  expensive  system  of  overhead  and 
operation  might  be  justifiable  if  the  results  produced  in  the  form 
of  low  prices  more  than  offset  the  difference,  but  it  is  believed 
that  the  present  Purchasing  Department  is  not  particularly 
successful  in  getting  low  prices  and  that  it  is  not  particularly 
aggressive  in  its  relations  with  vendors.  It  would  appear,  for 
example,  that  although  cash  discounts  are  customarily  asked 
for  and  that  although  a  great  many  of  them  are  not  missed  on 
account  of  oversight  or  delay,  it  has  not  been  the  policy  of  the 
Purchasing  Agent  to  dicker  with  the  several  vendors  for  as  high 
a  cash  discount  as  possible.  The  general  policy  has  been  to  take 
what  was  offered  rather  than  to  try  to  get  as  high  a  cash  dis- 
count as  possible.  Moreover,  there  seems  to  be  some  question 
as  to  whether,  in  many  cases,  the  Purchasing  Agent  has  ordered 
in  as  large  quantities  as  it  would  appear  that  he  might  have. 
The  writer  does  not  wish  to  imply  that  the  Purchasing  Depart- 
ment has  been  extravagant  or  lazy,  but  there  does  appear  to  be 
a  great  deal  of  question  as  to  whether  it  could  not  improve  its 
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aggressiveness  and  thereby  reduce  the  cost  of  commodities  all 
along  the  line. 

It  would  appear  that  on  its  largest  purchase— namely,  fuel 
oil — the  Inland  Waterways  Corporation  might  be  able  to  get  a 
considerably  better  deal  than  it  has  been  receiving.  The  writer 
is  informed  that  the  possibility  of  purchasing  its  annual  supply 
of  fuel  oil  through  the  Navy  contract  has  never  been  investi- 
gated, and  it  would  appear  that  it  should  be  possible  to  make 
this  arrangement  and  that  real  economies  would  result  as  a 
consequence.  The  Panama  Railroad  Company,  whose  legal 
and  administrative  relationship  to  the  Navy  Department  is  the 
same  as  that  of  the  Inland  Waterways  Corporation,  does  par- 
ticipate in  the  Navy  contract.  The  difference  in  results  should 
cause  the  management  of  the  Inland  Waterways  Corporation 
to  investigate  the  possibility  of  sharing  in  the  Navy  contract. 

Let  us  make  a  comparison  for  the  year  1934.  In  the  contract 
of  the  Inland  Waterways  Corporation  for  1934  the  maximum 
price  was  $1.45;  in  the  1934  contract  of  the  Panama  Railroad 
Company  the  maximum  price,  with  delivery  at  the  Canal  Zone, 
was  $1.00  per  barrel,  and  in  the  previous  year  it  was  75  cents 
per  barrel.  Now  when  it  comes  to  the  actual  price  paid,  we  find 
that  the  Inland  Waterways  Corporation  in  1934  was  purchas- 
ing fuel  oil  f.o.b.,  its  barges  at  Baton  Rouge  and  at  Mobile  for 
$1.12  to  $1.15  per  barrel.  At  the  same  time  the  Panama  Rail- 
road Company  was  paying  only  $1.00  per  barrel  with  delivery 
at  the  Canal  Zone.  Needless  to  say,  a  difference  of  15  cents  per 
barrel  on  an  annual  expenditure  of  a  half-million  dollars  would 
amount  to  a  considerable  saving  for  the  Inland  Waterways 
Corporation. 

In  order  to  judge  the  efficiency  of  the  Purchasing  Depart- 
ment of  the  Inland  Waterways  Corporation,  the  writer  ob- 
tained corresponding  prices  paid  by  the  Purchasing  Depart- 
ment of  the  Panama  Railroad  Company  in  New  York.  Confin- 
ing our  attention  to  large  purchases  only,  some  of  the  results 
were  as  shown  in  Table  IX.  In  some  cases,  however,  where 
comparisons  were  made,  the  price  paid  by  the  Inland  Water- 
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ways  Corporation  was  slightly  less  than  that  paid  by  the  Pan- 
ama Railroad  Company.  This  was  found  to  be  true  in  the  case 
of  Karo  Syrup,  Lava  Soap,  Iron  Oxide,  and  Lighthouse  Cleans- 
er. However,  it  is  only  fair  to  add  that  the  Panama  Railroad 
Company  rarely  stocks  three  of  the  foregoing  brands  and  that 
hence  an  exact  comparison  is  very  difficult  to  make. 

The  general  results  of  the  comparison  seem  to  indicate  that 
the  prices  obtained  by  the  Inland  Waterways  Corporation  are 

TABLE  IX 


Representative  Purchases 

Inland  Waterways 
Corporation 

Panama  Railroad 
Company 

Linseed  oil 

$0.85  per  gallon 

•54 
0.76 

$0 .  83^  per  gallon 
•47 
0.73I 

Turpentine* 

Raw  linseed  oil 

*  However,  the  Panama  Railroad  Company  now  gets  along  with  a  turpentine 
substitute  which  costs  only  $0.35  per  gallon. 

within  reason  but  that  there  is  a  considerable  advantage  en- 
joyed by  the  Panama  Railroad  Company  in  large  purchases 
such  as  fuel  oil,  linseed  oil,  and  turpentine. 

In  view  of  the  foregoing  evidence,  the  writer  is  convinced 
that  the  Purchasing  Department  of  the  Inland  Waterways 
Corporation  should  be  discontinued  as  a  separate  department 
of  administration  and  that  the  Purchasing  Agent  should,  after 
the  reorganization,  report  directly  to  the  head  of  the  Finance 
Department.  Furthermore,  there  appears  to  be  no  question 
that  the  operation  of  a  stores'  system  by  the  Inland  Water- 
ways Corporation  is  unnecessary  and  costly,  and  hence  it  is 
recommended  that  this  practice  be  discontinued. 


TRENDS  IN  ADMINISTRATIVE  EXPENSE 

The  best  way  of  arriving  at  a  true  picture  of  the  corpora- 
tion's inability  or  failure  to  keep  down  its  overhead  in  relation 
to  the  growth  of  its  business  is  found  in  figures  which  were  pre- 
pared by  an  official  of  the  Inland  Waterways  Corporation  it- 
self. This  study  shows,  for  a  period  of  nine  years,  the  percent- 


EFFICIENCY  AND  ECONOMY  99 

age  of  total  revenues  represented  by  various  departmental  and 
other  expenditures  entering  into  overhead.  The  results  of  this 
mathematical  computation  are  very  interesting,  and  are  con- 
vincing proof  that  economies  and  reorganization  are  overdue. 
By  way  of  preface  it  may  be  pointed  out  that  the  gross  revenues 
of  the  Inland  Waterways  Corporation  in  1926  (the  first  year  of 
operation  which  we  shall  take  for  purposes  of  comparison) 
were  $5,184,882,  whereas  the  corresponding  figure  in  1933  was 
$5,085,210.  The  year  previously,  1932,  which  was  the  banner 
year  so  far  as  net  income  is  concerned,  produced  a  gross  revenue 
of  $6,203,232;  this  fact  is  mentioned  in  order  to  show  that  the 
comparisons  which  are  about  to  be  made  are  not  based  upon 
the  disastrous  losses  resulting  in  the  last  two  years. 

Keeping  in  mind  that  the  net  revenue  in  1933  was  less  than 
the  net  revenue  in  1926,  this  is  what  we  find  with  reference  to 
the  percentage  of  total  revenues  represented  by  the  adminis- 
trative expenses  of  the  principal  departments  between  1926  and 
1933.  Cost  of  salaries  and  office  expenses  in  the  rates  and  divi- 
sions department  of  the  traffic  service  increased  from  1.74  of 
the  percentage  of  total  revenues  to  2.58.  (In  calculating  the 
percentage  of  total  revenues,  the  revenues  of  the  Warrior  River 
Terminal  Company  were  included.)  The  corresponding  per- 
centage for  traffic  solicitation  increased  from  2.25  in  1926  to 
4.36  in  1933.  The  expense  of  maintaining  the  purchasing  de- 
partment, as  has  been  said,  rose  from  0.15  in  1926  to  0.47  in 
1933.  The  salaries  and  expenses  of  the  accounting  department 
advanced  upward  from  1.46  to  2.82;  however,  prior  to  1928,  the 
general  accounting  office  at  New  Orleans  was  located  in  the 
custom  house  building,  free  of  rent,  and  subsequent  thereto 
rented  space  has  been  occupied.  In  the  case  of  the  engineering 
department  the  percentage  of  total  revenues  represented  by 
salaries  and  expenses  rose  from  0.58  per  cent  in  1926  to  1.15 
per  cent  in  1933. 

In  other  words,  administrative  expense  has  increased  two  or 
three  times  faster  in  most  cases  than  has  the  business.  This 
evidence  is  very  revealing  and  the  remedy  should  be  obvious. 
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Having  shown  a  greatly  increased  percentage  of  adminis- 
trative expense  in  all  departments  of  the  corporation,  it  may- 
be superfluous  to  add  anything  to  this  analysis.  However,  one 
department  of  the  organization — namely,  the  main-office  ex- 
pense— was  not  considered  in  the  study  which  has  been  referred 
to  above.  Reference  should  be  made  to  main-office  expense  at 
this  point  not  only  because  it  completes  the  picture  so  far  as 
trends  in  administrative  expense  are  concerned,  but  also  be- 
cause of  its  direct  bearing  upon  matters  which  have  already 
been  discussed,  such  as  the  location  of  the  main  office  and  so- 
called  "hidden"  costs. 

On  an  examination  of  the  official  reports  of  the  Inland  Wa- 
terways Corporation  we  find  that  the  salaries  and  expenses  of 
the  executive  offices  in  Washington  amounted  to  $37,038  in 
1926  and  that  this  figure  represented  0.71  per  cent  of  the  total 
revenues  of  the  corporation  for  that  year;  in  1928,  the  peak 
point  of  expense,  the  financial  outlay  was  $65,399  or  °-97  Per 
cent  of  the  total  revenues;  in  the  year  1933  the  salaries  and 
other  expenses  of  the  Washington  office  amounted  to  $57,230, 
and  this  was  1.25  per  cent  of  the  total  revenues.  In  other  words, 
like  other  departments  of  the  corporation,  there  has  been  an 
increased  percentage  represented  by  main-office  expenses,  rising 
from  0.71  in  1926  to  1.25  in  1933.  This  amount  would  have 
been  greater  throughout  the  entire  period  if  the  salary  of  the 
president  were  defrayed  by  the  Inland  Waterways  Corporation 
instead  of  by  the  United  States  Army;  under  a  recent  adjust- 
ment this  salary  is  actually  paid  by  the  Army  but  is  charged  as 
a  bookkeeping  entry  against  the  corporation. 

An  analysis  of  the  cost  report  for  the  executive  office  during 
the  year  1933  reveals  some  very  interesting  facts.  The  state- 
ment is  given  in  detail  in  Table  X.  No  comments  on  these  ex- 
penses are  necessary  save  that  traveling  expenses;  which  in  the 
previous  year  had  been  $3,390,  increased  in  1933  to  $4,504, 
whereas  the  incidental  expenses  of  the  chairman  and  automo- 
bile expenses  which  in  the  previous  year  had  been  $3,784  were, 
in  1933,  $2,697.  It  should  be  noted,  too,  that  these  expenses  do 
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not  include  the  rental  of  office  space,  the  salary  of  the  president, 
or  the  entire  salary  of  the  administrative  assistant  and  general 
counsel.    The  audit  expenses,  which  amounted  to  the  paltry 

TABLE  X* 

Cost  Report — Executive  Office,  Washington,  D.  C. 

(Calendar  Year  1933) 

Salaries: 

Officers $21,026.61 

Clerks 18 ,  274 .  41 

Total $39,301 .02 

Expenses: 

Incidental  expenses  of  chairman 1 ,635 .42 

Traveling 4 ,  504 .  62 

Automobile  expenses 1 ,062 .63 

Office  supplies  and  expenses 4, 115 .43 

Stationery  and  printing 611 .96 

Audit  expenses 165 .00 

Advisers'  fees  and  expenses 2,602 .00 

Survey  expenses 9,650.90 

Total $24,347.96 

Total  cost $63,648.98 

Distribution: 

General  expenses: 

Lower  Mississippi  division $50,919. 21 

Upper  Mississippi  division 4,455 .44 

Warrior  division 8,274.33 

Warrior  River  Terminal  Company 

Real  property  and  equipment 

Total $63,648.98 

*  Proportion  of  general  counsel's  salary  and  expenses  included  in  foregoing 
figures  which  represent  total  expenses  of  Executive  Office.  The  proportion 
charged  to  General  Counsel  amounted  to  $4,694.45  for  1933. 

sum  of  $165  in  1933,  are  strikingly  low — raising  the  question  of 
their  adequacy.  The  expenditure  of  the  Panama  Railroad 
Company  on  this  item  amounts  to  $2,000  a  year. 
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SUMMARY 

So  much  for  particular  matters  in  which  economies  appear 
to  be  necessary  and  possible.  Too  much  detail  simply  blurs  the 
picture.  The  trends  in  administrative  expense  and  the  data 
with  reference  to  personnel  point  unmistakably  to  the  fact  that 
the  corporation  needs  to  shake  down  the  organization,  put  its 
own  house  in  order,  prune  out  unnecessary  expenses,  and  econ- 
omize as  much  as  possible,  particularly  when  revenues  are  de- 
clining. 

The  principal  issue  at  stake  is  one  of  objective  and  major  pol- 
icy. The  issue  needs  to  be  squarely  faced  and  definitely  an- 
swered. Is  the  Inland  Waterways  Corporation  a  business  or- 
ganization supplementary  to  and  in  competition  with  other 
forms  of  transportation  or  is  it  merely  an  experiment  on  the 
part  of  the  United  States  government  subsidized  by  public 
funds  and  not  under  the  necessity  of  operating  as  economically 
as  possible?  The  writer  knows  of  no  provision  in  law  or  in  offi- 
cial policy  which  gives  support  to  the  latter  interpretation.  On 
the  other  hand,  there  is  a  great  deal  of  evidence  that  points  to 
the  fact  that  Congress  expected  the  Inland  Waterways  Cor- 
poration to  be  operated  in  as  business-like  a  method  as  possible 
in  order  that  the  economical  or  uneconomical  character  of  river 
transportation  could  be  proved  once  and  for  all.  If  it  is  the 
wish  of  the  government  that  the  Inland  Waterways  Corpora- 
tion should  be  run  as  efficiently  and  as  economically  as  possible, 
there  are  certain  policies  which  should  obviously  be  changed, 
and  there  are  constructive  reforms  in  administration  and  in 
management  which  clearly  need  to  be  put  into  effect.2 

3  For  action  taken  since  the  completion  of  this  survey  see  chap.  vi. 


CHAPTER  V 
CONCLUSIONS  AND  RECOMMENDATIONS 

FUTURE  COMPETITION  OF  THE  INLAND 
WATERWAYS  CORPORATION 

WITH  the  completion  of  the  first  ten  years  of  its  life, 
the  Inland  Waterways  Corporation  appears  to  be 
entering  into  a  new  stage  of  its  development.  Here- 
tofore the  operation  of  the  Federal  Barge  Lines  has  been  con- 
sidered experimental,  i.e.,  Congress  wanted  to  see  whether  in- 
land waterway  transportation  could  be  revivified.  The  corpora- 
tion was  merely  a  means  to  an  end,  namely,  "to  promote,  en- 
courage, and  develop  water  transportation,  service,  and  facil- 
ities in  connection  with  the  commerce  of  the  United  States." 
With  this  larger  object  in  mind,  Congress,  during  the  initial 
period,  was  not  particularly  interested  in  the  dollars-and-cents 
results  of  the  Inland  Waterways  Corporation  as  such.  It  was 
expected  that  the  United  States  government  might  have  to  pay 
out  more  for  developmental  and  operating  purposes  than  the 
corporation  took  in  in  the  form  of  revenues.  In  other  words,  the 
corporation  has  not  been  considered  heretofore  a  purely  com- 
petitive transportation  enterprise,  operating  under  the  duty  to 
reduce  its  costs  and  to  show  its  profits  and  loss  in  the  same  form 
which  its  competitor,  the  railway,  does.  On  the  other  hand,  it 
is  Congress'  announced  policy  to  prove  the  economical  or  un- 
economical character  of  inland  waterway  transportation  once 
and  for  all,  and  it  therefore  follows  that  if  a  true  economy  is  to 
appear,  the  Inland  Waterways  Corporation  must  be  operated 
in  as  economical  and  as  business-like  a  fashion  as  possible.  It 
is  the  conclusion  of  the  writer  that  those  who  have  been  re- 
sponsible for  the  development  of  the  Inland  Waterways  Cor- 
poration have  been  so  intent  upon  Congress'  larger  objective 
that  they  have  failed  to  recognize  the  necessary  relationship 
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between  the  economy  of  river  transportation  and  the  necessity 
of  operating  the  Inland  Waterways  Corporation  as  efficiently 
as  possible. 

It  is  no  justification  to  state  that  the  Inland  Waterways  Cor- 
poration has  not  spent  all  of  the  $15,000,000  which  Congress 
appropriated  for  its  use.  No  particular  credit  is  to  be  attached 
to  the  fact  that  roughly  $3,000,000  remains  unexpended.  The 
Inland  Waterways  Corporation  is  supposedly  like  any  other 
corporation,  that  is,  it  attempts  to  conserve  its  assets  and  to 
build  up  its  surplus  rather  than  to  spend  all  of  its  appropriation, 
as  ordinary  departments  of  government  customarily  do.  As  a 
matter  of  fact,  from  a  strictly  business  standpoint,  it  might  be 
argued  that  the  balance  over  and  above  what  was  required  for 
the  establishment  of  the  barge-line  service  should  be  turned 
back  to  the  Treasury  and  that  any  additional  capital  outlays  of 
the  undertaking  should  be  obtained  as  they  are  by  other  cor- 
porations, either  from  earnings  or  by  borrowing  the  money. 
Moreover,  as  a  means  of  demonstrating  a  policy  of  prudence  and 
self-restraint  in  the  development  of  the  corporation,  it  is 
specious  for  those  who  have  been  responsible  for  its  direction  to 
point  out  that  the  Inland  Waterways  Corporation  could  have 
received  larger  appropriations  from  Congress  than  it  did,  if 
there  had  been  a  willingness  to  accept  them.  We  must  not  con- 
fuse prudence  and  self-restraint  with  efficiency  and  business 
management.  The  former  is  taken  for  granted  and  the  latter  is 
to  be  demanded  in  the  operation  of  a  public  corporation. 

There  is  no  inclination  on  the  writer's  part  to  minimize  the 
achievements  and  the  personal  triumphs  which  have  marked 
the  first  ten  years  of  the  corporation's  life.  Because  of  the  in- 
trenched position  of  the  railroads  and  because  of  the  complete 
weakness  of  the  waterways,  it  was  inevitable  that  the  manage- 
ment of  the  Federal  Barge  Lines  should  have  had  to  engage  in 
the  very  center  of  political  and  pressure  group  intrigue  in  order 
to  save  the  life  of  the  revived  waterways  or  in  order  to  strength- 
en them  for  eventual  participation  as  a  major  transportation 
agency.  In  the  midst  of  this  constant  struggle  and  intrigue  it  is 


CONCLUSIONS  AND  RECOMMENDATIONS        105 

wholly  understandable  that  the  management  should  not  have 
concentrated  as  much  upon  progressive  administration  and 
greater  economy  as  from  the  vantage  point  of  ten  years'  ex- 
perience seems  necessary  and  possible.  It  is  a  very  great  credit 
to  the  Chairman-President  that  during  the  first  ten  years  of  the 
corporation's  life,  during  administrations  which  were  singu- 
larly hostile  to  government  participation  in  business,  he  not 
only  maintained  the  corporation  intact  but  increased  its  scope 
and  influence.  The  historian  of  the  first  ten  years  should  also 
attach  credit  where  it  is  due  for  scrupulousness  on  the  part  of 
the  management  when  temptations  of  one  kind  and  another 
must  have  arisen.  Furthermore,  credit  should  be  given  to  the 
Chairman-President  for  his  qualities  as  a  fighter,  for  his  whole- 
souled  devotion  to  the  cause  of  fostering  inland  waterway 
transportation,  and  for  his  success  in  making  the  country  aware 
of  the  problem  and  the  prospects  of  waterway  transporta- 
tion. 

But  it  is  believed  that  a  new  era  in  the  development  of  the 
Inland  Waterways  Corporation  has  arrived.  Water  transporta- 
tion is  now  recognized  by  the  government  and  by  the  business 
community  as  one  of  the  three  principal  forms  of  transporta- 
tion, and  there  are  proposals  pending  which  would  grant  the 
federal  government  regulatory  jurisdiction  over  all  three  forms 
of  transportation — rail,  road,  and  water.  Moreover,  with  the 
extension  of  the  original  service  of  the  Federal  Barge  Lines  to 
the  Twin  Cities,  Chicago,  and  Kansas  City,  the  Inland  Water- 
ways Corporation  appears  to  have  come  of  age — that  is,  to 
have  branched  out  on  to  the  principal  inland  waterways  which 
appear  to  be  capable  of  economic  use.  Hence,  from  an  econom- 
ic view,  as  well  as  from  the  legal  and  governmental  standpoints, 
the  corporation  seems  to  have  completed  its  developmental  and 
promotional  period  and  to  be  now  in  the  position  wherein  it 
may  be  expected  to  improve  its  own  housekeeping  and  to  settle 
down  to  regular  service  over  a  completed  system  which  needs 
to  be  operated  in  as  efficient  a  fashion  as  possible.  The  Inland 
Waterways  Corporation  has  come  of  age  and  must  now  assume 
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all  of  the  responsibilities  expected  of  a  well-established  under- 
taking. 

Our  general  position  may  be  summarized  as  follows.  Con- 
gress undoubtedly  intended  that  in  the  management  of  the  In- 
land Waterways  Corporation,  efficiency  and  economy  should 
have  been  given  more  attention  than  they  were;  for  various 
reasons  which  have  been  mentioned,  the  managerial  and  effi- 
ciency aspects  of  the  undertaking  have  not  been  emphasized, 
but  the  time  has  now  arrived  when  they  must  be.  This  is  due 
in  part  to  the  evident  intent  of  Congress,  but  more  particularly 
because  inland  waterway  transportation  has  now  established 
itself.  The  system  contemplated  by  Congress  has  been  com- 
pleted and  a  period  of  strict  testing  on  economic  grounds  has 
arrived.  The  economy  of  inland  waterway  transportation,  it  is 
perfectly  obvious  to  see,  depends  very  largely  upon  the  highest 
possible  degree  of  efficiency  and  management. 

THE  ECONOMY  OF  INLAND  WATERWAY  TRANSPORTATION 

Summarizing  the  conclusions  and  recommendations  which 
have  been  made  above,  we  may  say  as  a  general  conclusion  that 
the  fostering  of  an  improvement  of  transportation  on  our  in- 
land waterways  has  been  a  sound  policy  for  the  country.  Those 
powerful  interests  and  respectable  persons  who  have  said  that 
only  one  form  of  transportation  deserves  to  survive  are  clearly 
mistaken.  The  best  interests  of  the  country  require  the  most 
efficient  and  economical  development  of  all  forms  of  transporta- 
tion which  add  to  the  economy  of  transporting  freight  and 
passengers  and  which  can  be  integrated  into  a  co-ordinated 
transportation  system  for  the  country  as  a  whole.  We  have 
shown  that  the  studies  of  Moulton  and  of  the  Bureau  of  Rail- 
way Economics  are  unreliable,  and  using  their  own  figures  but 
allowing  for  the  obvious  errors  of  procedure  which  have  been 
made,  the  cost  of  inland  waterway  transportation  is  patently 
less  than  that  of  the  overcapitalized  and  overbuilt  railroads.1 

1  A  study  made  by  Stuart  Chase  for  the  National  Resources  Board  in  1934 
also  bears  out  these  findings  and  conclusions. 
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In  connection  with  the  moot  question  of  whether  or  not  the 
Inland  Waterways  Corporation  should  be  required  to  carry  all 
of  the  costs  which  are  imposed  upon  the  railways,  we  have  con- 
cluded as  follows  in  the  preceding  analysis: 

1 .  It  is  a  highly  debatable  question  whether  the  Inland  Waterways  Cor- 
poration should  be  charged  with  interest  on  the  federal  government's 
investment  in  the  Mississippi  River  development  [p.  31]. 

2.  If  tolls  are  to  be  charged  in  order  to  reimburse  the  government  for  its 
expenditures  on  waterway  improvement,  it  will  be  necessary  to  select 
an  arbitrary  figure  to  represent  the  government's  investment  [p.  31]. 

3.  If  tolls  are  to  be  charged,  they  must  be  paid  by  private  and  contract 
carriers  as  well  as  by  common  carriers  [p.  28]. 

4.  It  is  desirable  that  the  corporation  be  required  to  aim  at  a  3  per  cent 
return  on  its  capital  investment,  this  investment  being  definitely  fixed 
at  a  fair  sum  [p.  32]. 

5.  The  corporation,  while  not  necessarily  being  required  to  pay  taxes  in 
actual  money  to  the  government,  should  set  aside  an  amount  on  its 
books  equivalent  to  what  it  would  have  paid  in  taxes  had  it  been  a 
private  corporation  [p.  32]. 

6.  In  conformance  with  the  foregoing  principle,  the  Inland  Waterways 
Corporation  should  cease  to  enjoy  the  franking  privilege,  should  pay 
rent  on  all  office  space  which  it  occupies,  and  should  be  given  no  greater 
reduction  in  telephone  and  telegraph  rates  than  are  enjoyed  by  any 
other  transportation  agency  [p.  33]. 

OVERHEAD  CONTROL 

This  study  has  shown  that  some  of  the  principal  advantages 
of  the  government-owned  corporation  are  not  being  utilized  in 
the  case  of  the  Inland  Waterways  Corporation.  Reference  is 
made  particularly  to  the  matter  of  overhead  control,  where  the 
existing  relationship  is  a  direct  one  between  the  Secretary  of 
War  and  the  executive  head  of  the  corporation  and  where  a 
policy  board  with  very  modified  powers  occupies  the  position 
usually  filled  by  a  board  of  directors  which  serves  in  a  con- 
trolling capacity  with  reference  both  to  policy  and  to  adminis- 
tration. It  is  the  writer's  conclusion  that  some  of  the  adminis- 
trative policies  which  were  incorporated  into  the  Inland  Water- 
ways Corporation  Act  of  1924  were  fundamentally  unsound 
and  that  they  have  proved  to  be  in  practice.   With  regard  to 
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the  future  control  and  direction  of  the  Inland  Waterways  Cor- 
poration, the  following  conclusions  have  been  reached  and  the 
following  recommendations  may  be  made: 

i .  The  record  shows  that  the  Inland  Waterways  Corporation  should  con- 
tinue to  be  under  the  jurisdiction  of  the  Secretary  of  War  [p.  44]. 

2.  The  Secretary  of  War  should  continue  to  exert  an  active  influence 
over  the  corporation  as  a  member  of  its  Board  of  Directors  [p.  45]. 

3.  There  should  be  established  a  Board  of  Directors  with  powers  com- 
parable to  those  of  the  Panama  Railroad  Company  [p.  48]. 

4.  The  Secretary  of  War  should  ask  Congress  to  abolish  the  Advisory 
Board  and  to  establish  a  real  Board  of  Directors.  If  this  action  ap- 
pears unwise  at  the  present  time,  it  is  recommended  that  an  Execu- 
tory Board  should  be  created  by  action  of  the  Secretary  and  that  it 
should  exercise  effective  control  over  the  administration  of  the  cor- 
poration. In  the  meantime,  the  Advisory  Board  would  continue  to 
exist  [pp.  52-53]. 

5.  The  Board  of  Directors  or  the  proposed  Executory  Board  should  give 
particular  attention  to  financial  policies,  personnel  matters,  and  ap- 
pointment matters;  this  board  should  not  be  too  large,  and  in  appoint- 
ing it  effort  should  be  made  to  avoid  sectionalism  and  municipal  jeal- 
ousies [pp.  55-58]. 

6.  The  day-to-day  administration  of  the  Inland  Waterways  Corporation 
should  be  in  the  hands  of  a  full-time  General  Manager,  while  the 
executive  head  of  the  organization  would  continue  to  be  the  Presi- 
dent [p.  60]. 

7.  The  proper  division  of  responsibility  between  the  President  and  the 
General  Manager  has  been  suggested  [p.  60]. 

8.  The  President  should  be  chosen  from  the  War  Department,  and  he 
should  possess  certain  definite  qualifications  [pp.  60-61]. 

9.  The  General  Manager  should  devote  his  full  time  to  management 
matters;  he  should  be  a  civilian  and  he,  too,  should  possess  certain 
specific  qualifications  [p.  61]. 

10.  The  maintenance  of  the  proper  relations  between  these  two  officers 
should  be  a  responsibility  of  the  Board  of  Directors  and  of  the  Secre- 
tary of  War  [p.  62]. 

ADMINISTRATIVE  REORGANIZATION 

Improvement  of  the  efficiency  of  the  Inland  Waterways  Cor- 
poration not  only  requires  the  changes  which  have  been  noted 
above  relative  to  overhead  control,  but,  in  addition,  the  de- 
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partments  and  services  of  the  organization  need  to  be  reorgan- 
ized and  more  closely  integrated  and  effectively  supervised. 
The  best  result  cannot  be  expected  so  long  as  the  fundamental 
defects  of  organization  and  of  managerial  control  continue  to 
exist.  The  following  recommendations  relative  to  improving 
the  administration  are  considered  most  important : 

1.  Business  should  not  continue  to  be  run  from  the  remoteness  of  Wash- 
ington [pp.  63-64]. 

2.  New  Orleans  is  considered  the  most  suitable  spot  for  the  location  of  the 
operating  headquarters  of  the  corporation  [p.  67]. 

3.  A  small  Washington  office  should  continue  to  be  maintained  and  the 
Secretary  of  the  corporation  would  be  located  there  [p.  72]. 

4.  The  President  of  the  corporation  should  be  charged  with  general  super- 
visory functions  and  with  outside  relations,  leaving  the  actual  manage- 
ment to  the  General  Manager  [p.  72]. 

5.  Instead  of  there  being  seventeen  officials  reporting  directly  to  the  Chief 
Executive  as  at  present,  four  functional  departments  should  be  set  up 
to  carry  on  the  operations  of  the  corporation;  these  departments  would 
be  finance,  engineering,  traffic,  and  operations  [p.  73]. 

6.  A  general  operating  superintendent  should  head  the  operating  depart- 
ment. However,  the  practical  autonomy  of  the  Warrior  River  Termi- 
nal Company  should  be  guaranteed  [pp.  75-77]. 

7.  The  Finance  Department  should  be  subdivided  into  three  units:  treas- 
urer's, auditor's,  and  purchasing  agent's  [pp.  74-75]. 

8.  The  Traffic  Department  should  be  subdivided  into  three  units,  dealing 
with 

a)  Rates  and  divisions 

b)  Solicitation 

c)  Public  and  industrial  relations  [pp.  78-80] 

9.  No  change  in  the  set-up  of  the  Engineering  Department  would  be  re- 
quired [p.  81]. 

IMPROVEMENT  OF  EFFICIENCY  AND  ECONOMY 

In  addition  to  fundamental  defects  of  supervision  and  or- 
ganization which  need  to  be  rectified,  there  are  weaknesses  of 
management  which  result  in  failure  to  produce  the  most  reve- 
nue and  in  uneconomical  expenses.  Our  conclusions  and  recom- 
mendations relative  to  the  efficiency  and  economy  of  the  cor- 
poration are  as  follows: 
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i.  The  best  work  of  the  corporation  is  performed  in  its  operating,  engi- 
neering, and  financial  departments;  its  present  weaknesses  are  found 
in  the  Traffic  Department  (both  rates  and  solicitation)  and  in  the  Pur- 
chasing Department  [p.  83]. 

2.  The  organization  should  attempt  to  regain  lost  business  and  to  acquire 
new  business  [p.  84]. 

3.  In  addition  to  efforts  to  increase  the  total  revenues  of  the  Federal 
Barge  Lines,  the  efficiency  and  economy  of  the  organization  should  be 
improved  [p.  84]. 

4.  The  dangers  of  political  appointments  need  to  be  avoided;  this  im- 
munity can  be  achieved  through  the  action  of  either  the  Executory 
Board  or  the  proposed  Board  of  Directors  [p.  86]. 

5.  The  organization  could  and  should  operate  with  less  personnel.  The 
Inland  Waterways  Corporation  should  not  keep  men  on  its  pay-roll 
when  they  cannot  be  employed  effectively  and  when  a  privately 
owned  company  under  similar  circumstances  would  let  them  go  [p. 

8?]. 

6.  One  of  the  points  at  which  there  would  be  a  cut  in  administrative 
overhead  in  case  the  corporation  were  privately  operated  is  the  office 
of  Administrative  Assistant  and  General  Counsel  [p.  88]. 

7.  Another  direction  in  which  the  corporation  should  be  able  to  effect 
economies  without  much  question  and  still  improve  the  results  ob- 
tained is  in  the  Traffic  Department.  Consideration  needs  to  be  given 
to  the  branch  offices  which  have  been  established  throughout  the 
United  States  within  recent  years  [pp.  89-91]. 

8.  The  Purchasing  Department  should  be  discontinued  as  a  separate  de- 
partment of  administration  and  the  Purchasing  Agent,  after  the  ad- 
ministrative reorganization  proposed  above,  should  report  directly  to 
the  head  of  the  Finance  Department  [pp.  94-95]. 

9.  The  operation  of  a  stores'  system  by  the  Inland  Waterways  Corpora- 
tion is  unnecessary  and  costly  and  should  be  discontinued  [pp. 
95-96]. 

10.  Operating  expenses  should  be  made  to  bear  a  more  business-like  rela- 
tionship to  revenues.  Administrative  expenses  have  increased  two  or 
three  times  faster  than  has  the  business  [pp.  98-99]. 

Finally,  it  is  believed  that  the  opportunities  for  service  and 
for  profits  of  the  Inland  Waterways  Corporation  are  very 
great.  The  serious  financial  losses  of  the  present  fiscal  year  are 
attributable,  in  addition  to  the  depression,  to  the  cutthroat 
competition  existing  between  transportation  agencies — a  situa- 
tion which  can  be  rectified  only  by  farsighted  policies  on  the 
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part  of  the  federal  government.  If  the  Federal  Barge  Lines 
could  be  given  an  opportunity  to  go  out  alter  business  aggres- 
sively and  to  offer  to  carry  freight  at  the  real  cost  involved,  it 
is  believed  that  the  present  deficit  would  be  turned  into  a  sub- 
stantial surplus — even  under  depression  conditions. 

The  writer  feels  very  skeptical  about  the  proposal  to  extend 
the  jurisdiction  of  the  Interstate  Commerce  Commission  over 
transportation  services  on  inland  waterways.  Commissioner 
Eastman's  plan  whereby  the  Interstate  Commerce  Commission 
would  be  divided  into  three  sections  dealing  with  railways, 
trucks,  and  waterways  would  almost  surely  lead  either  to  in- 
sufferable interference  with  management  and  constant  conflict 
among  members  representing  the  three  transportation  interests 
or  else  to  the  complete  domination  of  competing  forms  of  trans- 
portation by  the  railroad  interests.  In  comparison  with  this 
proposed  solution,  the  writer  has  recommended  (pp.  40-41)  the 
establishment  of  a  department  of  transportation  assisted  in  its 
technical  and  quasi-judicial  studies  by  the  Interstate  Com- 
merce Commission,  and  the  creation  of  public  corporations  for 
both  the  railroad  and  the  trucking  groups. 

Under  such  a  co-ordinated  system,  the  Inland  Waterways 
Corporation  would  be  permitted  to  compete  aggressively  for 
business  on  the  basis  of  its  cost  of  operation,  and  it  would  have 
the  assurance  that  the  railroads  and  other  transportation  agen- 
cies would  co-operate  in  joint  rates  and  in  the  most  advanta- 
geous through  routings.  Until  such  a  condition  is  approached, 
it  seems  very  doubtful  whether  the  true  advantages  of  inland 
waterway  transportation  can  be  made  to  appear.  In  the  mean- 
time, however,  every  step  possible  should  be  taken  to  improve 
the  efficiency  and  economy  of  the  Inland  Waterways  Corpora- 
tion. 
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THE  foregoing  conclusions  and  recommendations  were 
submitted  to  the  Secretary  of  War  in  December,  1934. 
In  the  period  of  six  months  which  has  elapsed  since 
that  time,  several  important  administrative  changes  have  been 
put  into  effect  by  the  management,  and  the  Secretary  of  War 
has  promulgated  new  by-laws  for  the  corporation,  providing, 
among  other  things,  for  a  Board  of  Managers.  These  actions 
were  a  direct  result  of  the  findings  and  recommendations  con- 
tained in  the  foregoing  analysis,  and  for  the  most  part  the  re- 
forms were  introduced  within  the  first  three  months  of  1935. 
The  following  brief  statement  has  been  added  as  a  postscript 
in  order  to  set  forth  the  accomplishments  and  the  economies 
which  have  taken  place  in  the  last  few  months.  It  may  also  be 
interesting  to  observe  a  concrete  example  of  an  administrative 
survey's  having  immediate  and  tangible  results,  which  proved 
beneficial  to  the  enterprise  under  consideration. 

THE  BOARD  OF  MANAGERS 

In  the  new  by-laws  of  the  Inland  Waterways  Corporation, 
which  were  put  into  effect  by  the  Secretary  of  War  on  April  1, 
1935,  the  most  important  provision  was  that  creating  a  Board 
of  Managers  of  five  members.  The  title  of  the  managing  head 
of  the  corporation  was  changed  to  Chairman  of  the  Board- 
President.  The  Advisory  Board  has  continued  to  exist  in  ac- 
cordance with  the  provisions  of  the  Inland  Waterways  Corpora- 
tion Act  of  1924.  This  means  that  there  are  now  two  boards 
which  are  responsible  for  the  affairs  of  the  Inland  Waterways 
Corporation:  the  Advisory  Board,  confining  its  attention,  as  it 
has  in  the  past,  to  development  and  regional  representation, 
and  the  newly  created  Board  of  Managers,  devoting  itself  to 
the  improvement  of  administration  and  business  practices. 
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The  five  members  of  the  Board  of  Managers  are  chosen  on 
the  basis  of  their  business  ability,  knowledge  of  transportation, 
and  attachment  to  the  public  welfare.  The  members  of  the 
board  are  vested  with  the  authority  to  choose  a  chairman,  and 
three  members  constitute  a  quorum  for  transacting  business. 
Provision  is  made  for  frequent  and  special  meetings,  and  tele- 
graphic notification  is  mentioned  in  the  Secretary  of  War's 
executive  order  as  a  possible  means  of  calling  the  members  to- 
gether. 

According  to  the  wording  of  the  new  by-laws,  the  Board  of 
Managers  will  become,  to  all  intents  and  purposes,  a  board  of 
directors.  "The  Board  of  Managers,"  states  section  2,  "shall 
have  general  direction  of  the  business  and  shall  formulate  the 
basic  policies  affecting  the  corporation,  but  such  policies  shall 
become  effective  only  upon  the  personal  approval  of  the  Secre- 
tary of  War."  However,  the  principal  function  of  the  Board  of 
Managers  is  to  deal  with  business  practices  and  administrative 
methods.  It  is  specifically  stated  in  the  by-laws  that  "in  accord 
with  the  approved  policies  the  Board  of  Managers  shall  formu- 
late rules  and  regulations  touching  the  management  and  opera- 
tion of  the  business  and  affairs  of  the  corporation,  and  such 
rules  and  regulations  shall  constitute  a  code  for  the  govern- 
ment and  control  of  the  operations  of  the  corporation." 

One  of  the  first  actions  of  the  newly  appointed  Board  of 
Managers  was  to  give  careful  consideration  to  the  proposed 
policies  of  reorganization  and  retrenchment  which  had  been 
recommended  in  the  present  survey  and  which  had  been  worked 
out  in  detail  by  the  operating  head  of  the  organization.  Short- 
ly thereafter,  the  entire  membership  of  the  board  made  a  per- 
sonal inspection  of  the  equipment  and  activities  of  the  corpora- 
tion, visiting  the  principal  points  of  operation  of  the  Federal 
Barge  Lines.  All  of  this  is  most  reassuring.  Not  only  are  the 
members  of  the  board  able  and  outspoken,  but  indications  so 
far  are  that  the  members  will  take  their  responsibilities  serious- 
ly and  devote  the  time  and  energy  to  the  job  which  it  re- 
quires. 
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REORGANIZATION  AND  ECONOMY  MEASURES 

The  economies  in  operating  expenses  which  have  been  real- 
ized during  the  first  six  months  of  1935  are  truly  surprising.  In 
a  letter  of  April  25  addressed  to  the  author,  the  Chairman  of 
the  Board-President  stated: 

I  have  to  inform  you  that  on  January  1, 1935, 1  reorganized  the  Inland 
Waterways  Corporation I  reduced  the  overhead  expenditures  ap- 
proximately $500,000  annually  by  these  consolidations,  and  other  econo- 
mies incidental  to  such  consolidation.  The  result  of  this  shows  very  clearly 
in  the  first  three  months  of  1935,  and  the  Corporation  is  now  again  in  the 
black.  This  was  brought  about  by 

a)  Decrease  of  overhead  and  reduction  of  operating  expenses. 

b)  Increase  of  volume  of  freight. 

c)  Increase  in  revenue  per  ton  mile. 

In  response  to  a  request  for  more  precise  information  regard- 
ing the  measures  which  made  such  a  large  saving  possible,  Gen- 
eral Ashburn  replied  in  a  letter  of  May  22  as  follows: 

The  major  items  included  in  my  estimated  annual  saving  of  $500,000 
were: 

Reduction  of  salary  budget* $332,000.00 

Reduction  in  maintenance  budget 66,000.00 

Saving  in  cost  of  tariff  publication,  due  to  an  ar- 
rangement with  rail  lines  whereby  they  issue  joint 
tariffs 40,000.00 

Total $438,000.00 

*  With  reduction  in  salary  budget  there  was  a  very  considerable  reduction  in 
traveling  and  incidental  expenses  of  displaced  employees. 

We  are  effecting  economies  in  other  branches  of  the  business  and  I  am 
satisfied  that  my  estimate  of  $500,000  is  conservative. 

The  consolidated  figures  of  the  Federal  Barge  Lines  for  the 
first  three  months  of  1935  reflected  the  following  favorable 
variations  when  compared  with  the  1934  period: 

Increased  tonnage 38,427  tons 

Increased  total  revenues $238,346.84 

Increased  total  expenses 27,444. 59 

Decreased  operating  loss 210,902. 25 

On  a  per  ton  basis  the  revenues  were  increased  $0.38  and  the 
expenses  were  reduced  $0.40,  resulting  in  a  reduction  in  the 
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operating  loss  of  $0.78  per  ton.  In  the  month  of  April,  1935,  the 
Inland  Waterways  Corporation  transported  153,900  tons,  with 
an  estimated  net  income  of  $55,000.  Hence,  with  operating  ex- 
penses greatly  reduced  and  with  total  tonnage  and  per  ton 
revenue  showing  an  increase,  the  situation  of  the  Inland  Water- 
ways Corporation  has  been  very  substantially  strengthened. 

Several  of  the  most  important  recommendations  regarding 
departmental  reorganization  were  put  into  effect  in  the  reor- 
ganization which  occurred  on  January  1,  1935,  with  resulting 
immediate  economies  which  are  reflected  in  the  financial  state- 
ment supplied  by  General  Ashburn.  In  the  first  place,  the 
position  of  General  Operating  Manager  was  provided  for,  as 
proposed  above  in  chapter  hi.  In  the  second  place,  a  unified 
office  of  Traffic  Manager  was  created,  with  the  result  that  rates 
and  divisions  and  solicitation  have  now  been  brought  together. 
The  position  of  Administrative  Assistant  and  General  Counsel 
was  abolished  and  the  legal  work  of  the  corporation  is  now 
taken  care  of  in  the  manner  suggested  above.  Of  the  major 
proposals  regarding  reorganization,  only  one  has  not  been 
acted  upon  favorably;  the  purchasing  department  is  still  inde- 
pendent and  the  stores  system  has  been  continued.  On  the 
whole,  however,  the  number  of  departments  has  been  sub- 
stantially reduced;  only  a  few  persons  now  report  directly  to 
the  executive  head  of  the  corporation;  there  has  been  a  con- 
siderable reduction  in  personnel,  and  therefore  a  substantial 
retrenchment  in  operating  expenses;  and  the  whole  organiza- 
tion is  better  co-ordinated  and  equipped  to  operate  smoothly 
and  effectively. 

If  the  national  government  is  able  to  work  out  a  sound  pro- 
gram for  co-ordinating  the  country's  national  transportation 
facilities,  and  if  the  Inland  Waterways  Corporation  is  guar- 
anteed the  opportunity  to  compete  actively  and  to  be  free  from 
burdensome  interferences,  its  present  waterway  routes,  its 
floating  equipment,  and  its  reorganized  administrative  struc- 
ture should  make  the  Federal  Barge  Lines  a  real  boon  to  the 
shipper  and  a  credit  to  government  enterprise. 
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